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INTERNATIONAL AFFAIRS 


EAST-WEST TRADE, CEMA'S EXTERNAL ECONOMIC STRATECY EXAMINED 
Budapest KULGAZDASAC in Hungarian No 5, May 82 pp 3-15 


[Article by Andras Koves, main department chief of the Business and Market Research 
Imstitute: “East-West Trade and the External Economic Strategy of the CEMA Coun- 
tries™] 


[Text] Modern economics literature, mostly in the context of economic policy in 
countries starting to industrialize, employs the twin concepts of import-substituting 
versus export-oriented external economic policy to distinguish the two basic models 
of an economy's r*izcionship with the world economy, whether the country in question 
is turning inward or outward in its development policy, isolating itself and preach- 
ing self-sufficiency or opening up its economy to the world economy [2, 3, 7, 18]. 
After the events of the 1970's—-when the European CEMA countries" economic relations 
with the external world underwent profound changes--there «an hardly be any objec- 
tion to our premise that also the direction and nature of the European CEMA coun- 
tries" external economic policies differ considerably. There is no question of let- 
ting ideological, political »r other considerations determine in principle, inde- 
pendently of time and space, the framework within which their external economic pol- 
icy can and must move. In contrast with the view prevailing earlier--which held 
that for the CEMA countries there can be only one kind of economic strategy: to sup- 
ply as much of the domestic demand as possible from domestic production, and to sub- 
ordinate external economic relations to the realization of this objective—on the 
basis of recent experience it is possible to formulate also another kind of strat- 
egy, ome which holds that our objectives regarding economic growth and standard of 
living can be achieved through close participation in the worldwide division of la- 


bor.! 
Essence of Choice 


In many respects the alternative of turning inward or outward, of self-sufficiency 
or of opening up the domestic economy to the world economy, of import substitution 
or export orientation, confronts the CEMA countries quite differently than other 

parts of the world. This is a natural consequence of the CEMA countries’ different 
level of development, economic potential and (production and export) structure, of 
their different social conditions and economic system, and of their different tools 


of external economic policy. 


At the same time the choice that confronts the CEMA countries, unlike in the case of 
most developing countries, is not between an economic policy of national import sub- 
stitution or export orientation, but between regional (i.e., CEMA-wide) import 




















substitution or of opening up the regional economies to the world economy in the 
widest sense. Although import-substitution efforts aimed at national self-suffi- 
ciency are no less characteristic of these countrivs (due to their economic systems 
and to the sechanise of their cooperation), these efforts generally are congruocus 
with regional import substitution, with the concept of cooperation whose main aspi- 
ration is to supply as such of the CEMA countries" joint needs as possible from th: 
community's own production (in other words, from the domestic production of the in- 
dividual countries and threugh import from other CEMA countries). 


For import substitution within CEMA differs historically and logically from the re- 
gional import-substitution policy through which the aany blocs of developing coun- 
tries have strived (and are striving) to break through the limits of national import 
substitution [9]. Regional import substitution within CEMA resulted from movement 
in the opposite direction: the countries joining CEMA abandoned the division of la- 
bor within the world economy. For them cooperation within CEMA was the alternative 
to participation in the integral world economy, and not to national isolation. 


Since the late 1940's and early 1950's, of course, extremely important changes have 
occurred also in the CEMA countries" external economic policies. The original au- 
tarchic aspirations--which could not be realized even then--were replaced fairly 
soon by the realization that the CEMA countries needed to maintain and expand their 
imports from outside the region [4, 13, 20]. By the mid-1970"s, as we shall see 
further on, import-substituting economic development became decidedly import- 
intensive, regardless of the CEMA countries’ intentions. 


Despite these changes, the outlined origin of CEMA cooperation does not make it any 
easier for the CEMA countries to choose today between regional import substitution 
and export-oriented development. As anywhere in the world, the choice of an alter- 
native that is sound from the viewpoint of economic development raises also complex 
ideological and political problems, in addition to the economic ones. And yet the 
choice between regional import substitution and opening up the Gvmestic economy to 
the world economy does not mean at all a choice between world-economic relations 
and cooperation within CEMA. To think that opening up the domestic economies could 
harm CEMA cooperation would be turning the real economic interrelations upside down. 
The problem arises in the exactly opposite sense: without the intensive development 
of world-economic relations, cooperation within CEMA also will falter. The recent 
trends of the CEMA countries’ economic development, their slowing growth rates, and 
their domestic and external economic stresses serve as a warning in this sense. > 


Specifically because the problem has so many ramifications, and because sisunder- 
standings and misinterpretations are so common, it is important to state clearly 
that als from the viewpoint of the CEMA countries, despite the enormous differences, 
this is a question whose development-strategy and economic-policy essence can best 
be expressed with the concepts of import substitution and export orientation. 


We are speaking of external economic strategy as the basic direction of external 
economic policy, bearing in mind that a wide variety of import-substitution and 
export-oriented strategies is possible, in accordance with the specific conditions 
of the individual countries, their stages of economic development, and their domes- 
tic and foreign policies. (Om the other hand, this also means that the character- 
ization of a country’s economic policy as import-substituting or export-oriented is 
no substiute for a detailed analysis.) 




















mcerming the characteristics of the two types of strategy: in agreement with 
Balassa (|2] we must emphasize that, in our opinion, the specific characteristic of 
2n outward-looting, export-oriented policy of economic development is not that it 
gives preference, among economic activities, to export over import substitution; to 
the comtrary, its specific characteristic is that it abolishes the discriminatory 
conditions that hamper export, and values export as well as the activities that serve 
Gomestic use (Or iaport substitution) on the basis of uniform criteria. However, 
such a uniform criterion can be only the effectiveness of production measured by the 
yardstick of the world mirket, and this effectiveness can be determined only by dis- 
mantling the artificial barriers separatirg us from the world economy, i.e., by de- 
veloping an open economy or by increasing its openness. 


Therefore the concept of some “mixed” strategy of economic development, one that in- 
cludes both the expansion of export and import substitution, is meaningless. The two 
‘strategies are incompatible not because an export-oriented policy rules out in ad- 
vance that a country for group of countries) can make arrangements for even long- 
term import substitution regarding certain products, groups of products or entire 
branches; or conversely, not because a strategy of import substitution rules out the 
development of a branch or activity for export purposes. As in the case of develop- 
ing countries [|2, 10], the two strategies are incompatible because they require com- 
pletely opposite sets of economic instruments: export-orientation necessitates the 
developgwent of an economic mechanism that is effectiveness-oriented and permits ad- 
justment to changes in the external economic conditions, where the criteria for de- 
velopmental, production and marketing decisions are reduced in the final outcome to 
ability to compete on the world market; import substitution, on the other hand, 
gives preference to ensuring domestic (or CEMA) supply, to establishing and develop- 
ing domestic (or CEMA-wide) production, over considerations of effectiveness, and 
develops the domestic (or CEMA cooperational) sechanism accordingly. Thus--even 
though this sounds paradoxical--truly economic import substitution can be specific on- 
ly to export-oriented strategy. 


Choice Timely 


But is it at all expedient to bring up now, at the beginning of 1982, the question 
of external economic alternatives? Are we not too late by at least a decade? Has 
mot the CEMA countries’ economic situation, particularly their indebtedness, limited 
the possibilities of action in domestic and external economic policy to such an ex- 
tent that the question of choosing a strategy does not even arise? 


These questions are truly warranted. With the worsening economic situation, the op- 
tions of economic prelicy are indeed amore limited: a choice today is more difficult 

make than 3, 4 or 19 years ago. If in owr analysis we still emphasize the time- 
liseess of thinking in terms of alternatives, we do so specifically on the basis of 
the experience gained during the past decade. For it seemed logical from the very 
beginning that our increasing indebtedness to the West can result only in our turn- 
ing inward: if the CEMA countries’ import from the West has to be curtailed and 
there are domestic economic and foreign-market limits to the expansion of our ex- 
port to the West, then the processes of the 1970's are turned upside down and the 
role and significance of relations within CEMA will (again) increase unavoidably, 
at the expense of external relations. 




















And indeed: in the wake of their growing indebtedness the CEMA countries set as 
their objective the curtailment of their import from the West, the procurement with- 
in the CEMA region of a portion of the commodities imported earlier from the West, 
and the development of CEMA cooperation to this end. But these efforts, forced on 
the CEMA countries by their balance-of-payments situation, have nevertheless not re- 
sulted in the declining importance of trading with the West. In many CEMA countries 
trade with the West is expanding at a faster rate than trade within crema .® The con- 
vincing arguments for turning inward seem to be outweighed by even more compelling 
ones in favor of continuing to strive for an expansion of relations with countries 
outside CEMA. It would be a grave mistake to underestimate the effects that the wors- 
ening economic situation and the unfavorable external conditions have on limiting to 
a large extent the possibilities of an external economic choice (or in the extreme 
case even on removing these possibilities entirely, even for a longer period of time). 
But it would be an equally grave sistake to think that the economic factors vhich, in 
the early and mid-1970's, led to more lively economic relations with the West have 
now declined in their importance. To the contrary: the question of an external eco- 
nomic strategy is now more urgent than before. The CEMA countries" future economic 
developgwent will depend primarily on how this question is decided, and on the consis- 
tency of the choice. 





Increasing Openness in the 1970's, Some Factors of the Expansion of Import 


How is it possible that the premises were correct, but not the conclusions? Because 
of their growing indebtedness, the CEMA countries had to strive, and actually did 
strive, to curtail their import from the West, and to substitute it with their sutual 
trade, yet their external relations did not really decline in importance. The expec- 
tations concerning the feasibility of import reduction und import substitution proved 
to be in conflict with the real economic conditions. 


To wit, these expectations ignored the actual causes of the increase of import, and 
these causes are related partially to the general requirements of modern econosic de- 
velopment, and partially to the CEMA countries’ growing economic difficulties. In- 
stead they assumed one-sidedly that the excessive increase of import could be blamed 
either on mistakes and shortcomings in economic policy or on teuporary random factors 
(poor harvest, natural disasters), and therefore a substantial proportion of import 
consisted of unnecessary items that could be discontinued. 


In retrospect it is indisputable that mistakes in economic policy also played a role 
in the rapid rise of import. Such mistakes included first of all--for example, in 
the case of Hungary--general maintenance of a relatively high rate of economic growth 
after 1973. It may be assumed that had the smaller CEMA countries curbed their eco- 
nomic growt' immediately, when the changing world-market price ratios and the worsen- 
ing opport.m ties to sell on the world market warranted their doing so (in other 
words, already in 1974 and 1975), then the subsequent stresses would have intensified 
to a lesser extent. But this mistake, which seems to be a mistake of business policy, 
stemmed specifically from the view which held--as both a justification and corollary 
of an import-substituting economic o>olicy--that the trends of the world market could 
not and did not affect the CEMA countries’ development, and that the situation of 
CEMA cooperation would remain unchanged even amidst the storms of the world econosy. 


But those who attribute the foreign indebtedness to mistakes in economic policy be- 
lieve that the causes of this indebtedness sust be sought primarily in decisions 











sulting in ‘too rapid expansion of relations with the West, particularly in the 
unnecessarily and umjustifiaoly high growth rate of import from the West. In the 
1970's, in fact, Poland was the only CEMA country where a significant change occur- 
red in economic policy, ome that advocated and attempted an explicitely import- 
intensive acceleration of zrowth and sodernization, really boosting the growth rate 
of import excessively, Sut without introducing in the economic system changes that 
would have enabled Poland to eventually repay the loans with which the rapid expan- 


Sion of import was being inanced. 


In the other “EMA countries--despite the decisions to increase and diversify sachin- 
ery imports--we cannot speak of a change in direction similar to the one in Poland. 
However, the demand for the importation of Western machinery and equipment increased 
in every CEMA country, regardless of whether the direction of their economic policy 
changed or not. Indeed, specifically regional import substitution demanded more and 
more impert. Typical in this respect is the well-known fact that the joint CEMA pro- 
jects required very substantial imports of Western technology. 


Sut sachinery and equipment were not the only import items to undergo rapid growth. 
No less important is the fact that to the CEMA countries" import list there vere 
added permanently commodities and commodity groups that the traditional view on inm- 
portation from the West would never have regarded as items to be obtained constantly 
from Western provenances. By the end of the decade these imports were beginning to 
exceed even machinery isgport. We have in sind two very different commodity groups 
(placed on the import list for very different reasons): first of all, grain (to- 
gether with certain other foodstuffs); and secondly, the likewise very extensive 
group of industrial besic materials, semifinished products and parts used in produc- 
tion. in some of the smaller CEMA countries the proportion of this latter commodity 
group became dominant within their Western import--a good example of how development 
for the purpose of import substitution (which requires primarily the importation of 
machinery and equipment) becomes almost automatically more and more import-intensive 
deve lopment ° 


These processes are important not only because they revea] how wide is the circle 
of products that are lacking or are in short supply in the CEMA countries, and that 
this circle of products is not Limited to high-technology products necessary for mod- 
ernization. They are important also because they cast a different light on the prob- 
lem of the feasibility of curbing import. For it alwavs has been a sisconception 
that state monopely of foreign trade aakes it possible to curb import at will, in 
sccordance with the requirements of the balance of trade and the balance of payments. 
Sut import for the purpose of development can indeed be treated flexibly; it can be 
postpemed for a time, although at the cost of effectiveness, and often it can be sub- 
stituted; bet @ permanent cerb on such import will seriously harm econogic develop- 


ment . ™ the other hand, fmport to supply production and consumption (especially 

the ‘gport of foodstuffs) cam be curtailed only at the cost of immediate shortages. 
hus the exparsion of the import list did mot result at all in the inclusion of prod- 
xcts of secondary importance that could easily have been substituted (of “toys,” to 


use Domar’s expression [6]). To the contrary: the notion proved increasingly illu- 
sory that from the circle of basic products (the ones that have to be imported in 
any case) it is easy to separate the products that are not absolutely essential, and 
thec the import surplus will cease when the import of such nonessential products is 
discont inued. 











It gust be emphasized that the consequences of the domestic economic situation, of 
the employed economic policy, objectively caused imports to swell, independently of 
the intentions of economic policy. This is a key issue in our analysis, even if 
economic-policy decisions to accelerate the rate of economic growth and aoderniza- 
tion--i.e., to boost gachinery import--uid play a role in this process, especially 
in the CEMA countries whose trade with the West expanded the most dynamically in the 
1970's. 


In other words: in the 1970's, at least from the viewpoint of import, the CEMA coun- 
tries underwent a process of linking themselves more closely to the worlc economy, 

of making their economies more open, even though economic policy occasionally did 

mot take cognizance of this process. The essence of the matter (and the reason why 
it is umrealistic to imagine that economic relations with the West can be curtailed 
without jeopardizing the basic social and economic achievements) is specifically that 
even economic policy opposed to opening up the economy, preferring regional or na- 
tional import substitution instead, came up against the inevitability of broadening 
relations with the world economy, against the realization tha: the economy cannot de- 
velop and, what is gore important, operate smoothly without in reasine participation 
in the worldwide division of labor. And the foreign indebtedness, the most serious 
problem of the CEMA countries’ economies at present, has been triggered specifically 
by the CEMA councries’ inability to offset the faster growth of import-—-regardless 
of whether the acce'eration of import was or was not intentional and planned, whether 
it occurred in accordance with, or against, the intentions of economic policy-—-by ex- 
panding export at the same rate. On the example of Hungary, we are able to offer a 
clear explanation: the need for a change of direction in economic policy (and not 
merely in business policy) was not fully recognized, and not soon enough. Due to 
the well-known difficulties of increasing the Soviet Union's production of energy 
and raw materials, not even the belated recognition of the primary importance of ex- 
panding export to the world market could evoke suitable changes in economic policy 
(in the system of institutions and in the economic sechanism) that would have been 
commensurate with the gravity of the new problems and the importance of the new 
tasks. In other words, a change in strategy did not occur, whereas the growing es- 
sential import, which does not lend itself to (prudent) curtailmen:, could be offset 


only through such a change. 


Some Problems of Trade Within CEMA: Effects of Procurement Limits, Changing Terus 
of Trade and Bilateraliss 


From what has been said above it is quite clear that a close relationship exists be- 
tween the CEMA countries’ mutual economic relations and their growing import from 
outside the region. Because of the West's technological lead, the CEMA countries 
have always had to rely on import for godernization. But their growing dependence 

on food imwrt indicates that attention is focusing on the absence of a regional solu- 
tion to the development of agriculture and the population's food supply. And the 
growing import of industrial basic materials and semifinished products reflects the 
difficulties of cooperation (specialization and coproduction) in manufacturing, and 
especially the weaknesses of trade in intermediate products. 


However, also a more general fermulation of the relationship between the CEMA coun- 
tries’ mutual economic relations on the one hand, and their relations with the out- 
side world on the other, is also necessary. Economists and policy-makers in the CEMA 

















untries have Seen aware tor some time that a policy of developmest and cooperation 
to pursue regional import substitution unavoidably requires sacrifices in terms of 
effectiveness and modernness, and the numerous negative consequences of a cooper- 
ation sechanisg corresponding to this concept of economic policy have likewise been 
clear to then. But they felt that these negative effects were offset by the secure 
and stable tramework that CEMA cooperation provided for their rapid economic devel- 
opment, in contrast with the umcertainty and unpredictability, for politica] and 
cyclic reasons, of their .inking up with the Western world economy. 


From the viewpoint of the smaller CEMA countries, this stability means basically two 
things: first, that they can safely base even their long-range plans on their abil- 
ity to supply the dbult of their increasing demand for raw asteriais from sources with- 
in CEMA, advantageously and on conditions knowns well in advance; and secondly, that 
CEMA will provide a reliable and large market for the export products of their devel- 
oping manufacturing industries. 


However, the conditions of CEMA cooperation changed just when the CEMA countries be- 
came indebted to the West and, therefore, were concentrating their efforts on improv- 
ing the balance of their trade denominated in convertible currency. This change af- 
fected both the possibilities and the terms of procurement vithin CEMA. 


As a result of the economic slowdown and accumulating stresses within the region, the 
procurement posvibilicies are becoming limited for objective reasons, independently 
of the intentions of the individual countries’ economic policies. Thus the CEMA 
countries are able to supply through sutual trade only a declining proportion of their 
import demand. Since the late 1970's, due to the well-known difficulties in increas- 
ing the output of energy and raw materials in the Soviet Union, the smaller CEMA 
countries" possibilities of increasing their import of raw materials are especially 
limited, and they must even reckon with quantitative reductions in the supply of cer- 
tain kinds of raw materials. At the same time--due sostly to the conditions of the 
traditional system of cooperation--mutual trade in industrial goods is proceeding in 
such a way thet a very significant proportion of the demand for godern, high-techno- 
logy products cannot be supplied from CEMA sources. Since the second half of the 
1970's, this problem of long standing has been further intensified by slower rates 

of economic erowth in the individual CEMA countries, and by the fact that balance- 
of-payment problems compelled them to curtail Western import intended for soderniza- 
tion and development. The difficulties of gutual trade are further complicated by 

the individual CEMA countries’ efforts to sell as much of their “hard” commodities 
--i.e., the ones that can be sold also on the world market at favorable terms—as pos- 
sible for convertible foreign exchange, rather than through clearing in transferable 
rubles, as is customary in trade within CEMA. 


ff course, we do not wish to say that trade within CEMA could not be increased in 

many importent commodity groups. The point is that while balance-of-payments prob- 
lems in trade with the West should be leading to where the CEMA countries obtain an 
increasing proportion of their necessary imports through swtual trade at more favor- 
able financial and clearing terms, they are being forced increasingly to buy or. the 
world market even products that they traditionally obtained on the CEMA market. It 
is now & @ore common occurrence than in the past that not even the entire quantities 
specified in the annual or five-year agreements can be imported, or at least not ac- 
cording to the specified delivery schedules. Also in such cases, despite the boost- 
ine of domestic crodection and the introduced economy seasures, import from outside 


~~ 








CEMA can aske up for the shortages, but the roreign-exchange impact of such dew op- 
ments, often unforeseen, can be considerable. 


in contunction with the limitation of procurement possibilities on the CEMA sarker, 
here we will city: as an example only Hungary's foreign trade. Hungar‘an iaport fros 
socialist countries, which expamied at an ammual rate of 3.4 percent in the first 
half of the 1970"s, increased in volume only at am annual rate of 2.9 percent in the 
period from 1976 to 1980. This is why it has mot been possible--despite definite 
foreign-policy efforts--to significantly reduce the growth rate of import from non- 
socialist countries [17]. And yet the growth problems of the CEMA countries are 


making themselves felt in their full weight only since the end of the decade, as of 
1979. 


For the smaller CEMA countries the conditions of procurement, too, have become more 
difficult. Since the sid-1970's, their terms of trade with the Soviet Union are 
worsening. In exchange for their industrial goods and food products, they are buy- 
ing mostly energy and raw saterials from the Soviet Union. Therefore it is under- 
standable that their terms of trade worsen considerably as the wrld market's price 
ratios sre applied--with delay, which makes it more bearable for the small CEMA coun- 
tries, but nevertheless very consistently--to trad: within CBM. This process will 
continue through the end of the plan period (1981-1985) ewen if the constant rise of 
real oil prices on the world market slows dowm or ceases entirely. 





Traége within CEMA has another important characteristic that canmot be disregarded 
when analyzing t'se eZfects of the limited procurement possibilities and unfavorable 
conditions: the ~<ffort to achieve bilaterally balanced mutual trade. This effort 
--which of course does not sean that substantial imbalances do not accumulate fros 
time to tis: in trade between individual CEMA countries--can be traced bac’. to the 
well-«nown fact that, in the case of bilateral clearing not in convertible foreign 
exchange, it is not worthwhile and even a disadvantage to achieve a trade surplus. 
Silateralism in the described manner is itself ome of the reasons why CEMA cooper- 
ation has wt developed adequately [1, 12). Sut so long as drastic one-way changes 
did mot occur in the development of the terms of trade, the conditions of balancing 
were essentially given: the again question of mutual trade had always been the de- 
termination of the quantities and composition of the raw-material deliveries supplied 
by the Soviet Union. And the continuous rise of the deliveries enabled the smaller 
CEMA countries to rapidly expand also their export to the Soviet Union. 


Since 1975, a new situation has arisen in this respect. Because the quantity of 
Soviet deliveries of raw materials is stagnating or increasing only slowly, while 
the prices of the raw materials are rising rapidly, balanced trade is feasible only 
if the value of the other CEMA countries’ export to the Soviet Union rises at a rap- 
id rate. f#:t the prices of their export, which consists sostly of industrial goods 
and farm products, are rising slowly, and therefore they aust rapidly increase the 
volume of their export. Amidst the efforts to bilaterally balance trade, the impact 
of the stresses that naturally arise from the consistently different growth rates of 
the import and export volumes makes itself felt partially in tie domestic economies 
of the individual countries, by reducing the proportion of produced national income 
available for domestic spending; and partially it burdens the balance of trade with 
non-CEMA countries. The slower growth of import--even when accompanied by holding 
back the rate of economic growth, by domestic saving, and by development, often of 
very low effectiveness, to substitute domestic production for CEMA isport-—results 
in that a significant proportion of the dropout must be procured elsewhere. in 








addition, to supply the various new import demands generated in the process of eco- 


vomic development it becomes increasingly necessary to use sources outside CEMA. 
Meanwhile the expansion of export to CEMA countries likewise demands substantial ia- 
port trom the West. WNoc only because the industrial development that will serve al- 
so im the lomg run to expand export to the CEMA countries is based to a large extent 
on the use of the fern machinery and equipment, licenses, know-how, etc. that must 
be purchased from the West But also because the output of the export products it- 
self requires the increasing use of industrial basic materials, semifinished prod- 


ucts anc subassemblies purchased on the world market. This is not only an important 
contribution to studying the gechanisn and causes of indebtedness to the West, but 
it also makes clear why our dependence on the continuous expansion of import froze 
the West unavoidably persists. 


pening Up to the World Economy: the Need to Choose and Its Difficulties 


if in trade within CEMA there are processes that will require also in the future the 
development of trade with the West, then it is impossible to consistently pursue a 
strategy of turning inward. For such a strategy would mean not only a decline of eco- 
nomic relations with other countries of the world, but also a decline of trade within 
CEMA as a direct result of this strategy. ‘he share of CEMA trsde within the indi- 
vidual countries’ total trade turnover may increase, but this would hardly compen- 
sate them for the prolonged slowdown of production, the postponement of the economy's 
modernization, and for the damage totheir mutual trade and the decline of their living 


. 


standard that would result from loosening their ties with the world economy. 


The outlining of the problem demonstrates not only why it is so urgent and timely, 
alse from the viewpoint of trade within CEMA, to develop further relations with the 
world economy, but also how extremely difficult and complicated the problem is. For 
the other side of the coin is that the mentioned processes taking place within the 
CEMA countries" mutual trade are hampering the concentration of resources for objec- 
tives that can permit permanent restoration of the equilibrium of the balance of 
trade. 


The experience of the past decades has taught us that development specializing in 


upplying the large-volume is of the CEMA market does not provide an opportunity 
for the expansion of export to the world aarket in a wider sense. To the contrary, 
this direct icr fevelopment conflicts with forming a aacroeconomic structure and 
8 product structure that are competitive on the world market. An opportunity for 
the expansion of exporc to the world market could be created if we were able to form 
the CEMA market's system of conditions and requirements on the basis of world-sarket 
criteria (price, credit and convertibility). However, the present mechanise of trade 
ithin CEMA, including the bilateral balancing of trade and the practice of offset- 
i t mmodity 21 s and sometiaes even by pousaste in physical terms, inflvences 
© mod rT f ality the products, the schedule of deliveries, and in gener- 
11 che enterprises entire attitude and behavior repeeétns development, production 
i marketing, im such a way that the enterprises are hardly able to meet simultane- 
sly also the requirements for exporting to the world market. 


These problems are making themselves felt especially strongly amidst the hardening 

limitations on procurement. The dynamic growth of the export volume within “EMA is 

hecoming less eifective than previously: it is not accompanied by a growth of im 
rt on stable ond favorable conditions that previously was regarded as one of the 























guaranties of economic development. And this is not only placing an increasing bur- 
den on the individual countries’ balance of payments, but--and this is the most im 
portant—it is creating a situation such that less resources and energy than what 
would be necessary can be allotted to develop the ability to export to the world 
market. 


In our analysis of Hungarian foreign trade in the 1970's, Gabor Oblath and I drew 

the following conclusion: “The continuous worsening of the terms of trade, parallel 
with the stagnation cf the import volume, may make it increasingly difficult to im 
plement structural change in practice, and may limit the possibilities for a regroup- 
ing of resources that could expand efficient competitive export. Under these condi- 
tions, however, not only would the possibilities for real economic structural changes 
become much narrower, but economic policy itself would be confined--against its will-- 
within increasingly narrower limits, and it would increasingly find itself unable to 
do anything else than try to exploit the short-term advantages that would be beconr- 
ing more and more doubtful ....” 


From the preceding it is presumably clear to the reader that the path of further de- 
velopment is by no means predetermined, just as it proved not to be predetermined at 
the beginning of the 1970's. The CEMA countries’ external economic policy can take 
many different directions, depending to a large extent on how they attempt to solve 
and can solve the dilemma that while their own economic situation--including the 
situation of CEMA cooperation--makes it increasing unavoidable to intensively develop 
economic relations with the outside world, it (together with many other factors, 
particularly international political and world-economic ones) also makes this inten- 
sive development more difficult. The possibility is not excluded that the external 
economic policies of the individual countries may be very diverse also in the future, 
just as their economic situation has lately become more and more diversified. 


But it should be emphasized that in the present state of the world economy, and es- 
pecially in the present state of the CEMA countries’ economies, a “consistent” pol- 
icy of regional import substitution , of the kind that the CEMA countries set as 
their objective in the 1950's, which would want to develop CEMA cooperation at the 
expense of external economic relations, by dismantling them, would be completely un- 
realistic. In this sense the aforementioned dilemma cannot be solved by turning in- 
ward. But from this it also follows that even if the individual countries do not 
clearly choose the other alternative, or if they--under the pressure of the stresses 
and/or unable to rid themselves of their traditional views--set even more emphatic 
self-sufficiency and (national or regional) import-substitution objectives, the pos- 
sibility of another kind of external economic strategy, one that starts out from the 
need to intensively develop relations with the «orld economy and regards also the 
future dy ae-mism of relations within CEMA as a function of integration into the world 
economy, w.ll remain an evergreen issue. 


However, in the debate that Hungarian economist are conducting on these questions, 
the views today differ not so much on whether an external economic strategy based 

on opening up the domestic economy is desirable or “proper,” rather on the prospects 
of such a strategy's success, and whether its realization is at all feasible. 


This question applies to both the internal and external conditions of the external 
economic strategy. On the one hand Hungarian economists are probing whether the 
system of socioeconomic conditions, the economic environment in which the 
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enterprises are operating, is suitable for the consistent realization of an econoa- 
ic policy under which the enterprises, given incentives as well as commands, will 
be able to pursue developmental, production and marketing policies that will be 
successful even in the changing environment of the world economy. Whether it will 
be possible to introduce the economic and, to a large extent, social reforms that 
will provide the internal base of, and impart meaning to, the new external economic 
policy. On the other hand, they are aiso weighing whether the international poli- 
tical situation and the s-ate of the world economy, the trade-restricting policies 
of many Western countries toward the Soviet Union and other nations, the debtor or 
borrower position of the CEMA countries, and protectionism that is again on the up- 
surge (including the Common Market's protectionism that seriously affects particu- 
larly the European CEMA countries, due to the geographic distribution of their mar- 
kets) provide the external conditions for the realization of a policy that calls for 
opening up the CEMA countries’ economies to the world economy. Whether the Western 
partmers are aware that the the political and econoszic interests associated with 
opening up the CEMA countries to the world economy are sutual interests. If other 
CEMA countries do not choose this alternative, how will this affect the possibil- 
itis ft opening up the economy. 


Well, there are mo ready answers to these questions. The author ventures to support 
the second alternative, the only one that is appealing in terms of its effects upon 
society and its wel -Seing, not because he believes that the second alternative can 
be realized more easily than the first one. He ventures his support because--in con- 
trast with the economic policy of turning inward, which sakes the economic develop- 
ment of the individual countries contingent on external effects over which the coun- 
tries have no meaningful control--the barrierg that hamper an opening toward the 
world economy are mostly performance barriers*~ whose weakening will depend to a 
large extent on how the given countries develop their ability to export. 


Which of course does not mean that we are certain from the very outset about the at- 
tainability of the performance with which these barriers can be weakened. It is not 


st all certain that in the structure of the industrial products in the widest sense, 
in their quality and assortment, in the enterprises’ ability to adjust, or--as a con- 
dition of all this--in the economic environment in which the enterprises have to 


operate and thus also to export to the world market, there will actually occur the 
changes that will result in a subtantial improvement of the ability to export. We 


erely beliewe thet vcrogress along this road is possible, and that this progress will 
epend primarily on the individual countries’ economic policy. 


Jn the other hand, we likewise do not believe that the market barriers which have 
been raised to the individual countries" export will be significantly relaxed in the 


ture. Thus we have no illusions regarding a significant improvement in the busi- 
wess cycle in the near future, or that the terms of trade will shift in favor of the 
miller CEMA countries. But we do believe that the barriers to the individual coun- 
‘ries’ export are global barriers, and tnat the manner in which an exporter shapes 
position on a specific market amidst the very strict global barriers will depend 
1 very large extent on his performance. 


Thus in conclusion we cannot foster any illusions that the European CEMA countries 
--considering their present level of development, the structure of their economies, 
ind their given economic mechanisms--are in a situation such that for then it is an 
easy task to improve their positions in Western sarkets. Under the given circum 
Stanmces, they have to solve extremely complicated and far-reaching problems. in a 
ertain sense-—-as this study has attempted to demonstrate--the problems are even 
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more complicated than in the countries which in the period since World War Il-—-some 
sooner, other later--have switched from a policy of import substitution to export 
orientation, whereby they have been able to speed up their economic development and 
significantly increase their presence on the international markets for industriel 


goods. 
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POOTNOTES 
For an earlier exposition of this view, see [13] and [14] in the Bibliography. 


A frequent objection, for example, is that opening up the CEMA countries" econ- 
omies could lead to where the share of nonsocialist countries within the total 
foreign trade of individual CEMA countries will become dominant, which cannot be 
reconciled with the international political conditions. Such reasoning stems 
from the view expounded in Stalin's well-known work, according to which the CEMA 
countries are not one of the regions of the world economy, linked in some way to 
the entire whole and to the other regions; imstead there are two separate world 
markets developing independently of each other [22]. Therefore this view is 
able to disregard such fundamental facts as, for example, the European CEMA 
countries’ already 8-percent share of world trade, in the light of which there 
really is no economic argument to explain why it would be advantageous for the 
member nations to conduct also in the future one-half or two-thirds of their 
total foreign trade with one another. 





It is an entirely different question that establishment of intensive relations 
with the world economy will require a different concept of regional cooperation 
than the present one, and also a different type of mechanism, which itself would 
be a tool of export-oriented economic development [5]. 


The stimulation and support of export by suitable methods are a natural concosi- 
tant of this alternative. But the practice of export stimsulation—no matter how 
widespread--does not in itself prove that economic policy is turning outward and 
is export-oriented. The stimulation of less efficient export whose structure is 
unfavorable, the reallocation of commodities to export that originally were in- 
tended for domestic use, etc. suit the strategy of import substitution very well, 
especially when restoration of external economic equilibrium is an urgent task. 
However, such a policy has nothing in common with export orientation, and it can 
even hamper an improvement of the ability to export if it leads to perpetuating 
an obsolete structure. 


Most Western experts, investigating East-West trade in the context of world- 
econcsic changes, have leaned toward this conclusion from the very beginning 
{3, 1%, 19, 21]. The arguments in favor of turning inward are presented in de- 
tail in [14]. 


It is typical that despite the efforts at the end of the decade to curb import, 
in 1979 (at current prices and the official exchange rates) a larger share of 
most European CEMA countries’ total import (the Soviet Union, Romania, the GDR, 
Hungary and Poland) originated from provenances outside CEMA than in 1970. Since 
1975, only in Poland among these countries has the rising share of trade with 
countries outside CEMA been reversed. 
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in Hungary, on the other hand, the growth of the volume of import from the West 
exceeded that from socialist countries specifically at the time (in the second 
half of the 1970's) when economic policy, because of balance-of-payments prob- 
lems, was striving to curtail import from the West and to boost import from the 
socialist countries [1/7 


In the Soviet Union between 1970 and 1980, import from outside the community in- 
creased nearly 40 percent faster than import from within CEMA. WNot even in the 
second half of the 1970's, amidst the price changes that favored the Soviet 
Union, did the volume of Soviet import from the CEMA countries rise faster than 
the volume of purchases from the West and from developing countries. 


For a comprehensive exposition of this problem, see [1]. 


To illustrate the magnitude of the problea, in 1980 Hungary's terms of trade 
were worse by 19.9 percent in trade with the other socialist countries, and by 


14.5 percent worse in trade with nonsocislist countries, than 10 years earlier 
{17}. 


Here we are spelling out the questions of external economic strategy from the 
viewpoint of the smaller CEMA countries. So far as the Soviet Union is concern- 
ed, many of the questions arise in a different manner, due to the Soviet Union's 
lower foreign-trade sensitivity, different traditions, etc., and partially be- 
cause the problems of trade within CEMA affect the Soviet Union differently than 
the other CEMA countries. But as we have pointed out elsewhere [15, 16], the 
Soviet economy's import intensity and reliance on import from the world sarket 
(primarily food, raw materials, and also machinery and equipment) are also in- 
creasing vigorously. At the same time, however, due to the situation of the 
Soviet production of raw materials (and to the latest price trends on the oil 
market), also in the case of the Soviet Union the offsetting of the growing iz- 
pert with export cannot be solwed without additional effort. Therefore ve 
regarded the question of external economic policy alternatives applicable also 
to the Soviet Union. 


Regarding the nature of export barriers, see [14] and [17)}. 
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ERTAIN MEASURES ASSOCIATED WITH NEW BOONOMIC MECHANISM OUTLINED 

Sofia FINANSI I KREDIT in Bulgarian No 4, 1982 pp 3-12 

\Article bv ivan Angeilov, First Deputv “ 
. 


ini f Finances: “The Tasks of the 
Financial System in 1982 Under the Co.:ditions of the New Economic Mechanisa™* | 


iText} The past year was one of sajor political events. it will go down in the 
history of our people as the year of the i2th BCP Congress. This congress reported 
m the fulfiliment of the party's program for the previous decade and elaborated 
the strategy and tactics for building a developed socialist society during the 8th 
Five-Year Plan and up to 1990. In 1981, the communists and all the people ceile- 
brated the 90th anniversary of the foumding of the revolutionary Marxist party. 
Iwenty-five years have also passed since the holding of the historic April Plenum of 
the Party Central Committee. The 1300th anniversary of the founding of the Bulgar- 
ian state was also celebrated with proper solemnity. 

in honor of these jubilees, in 1981, the labor collectives in the nation fulfilled 
and over fulfilled their counterplans for the first year of the Sth Five-Year Pian. 
New qualitative changes occurred in the development of the material and technical 
base and in raising the standard of liwing of the peopie. 

According to th. preliminary data, the produced national incowe reached 22 billion 
leva. The annual plan was also fulfilled for social labor productivity and for ag- 


iSSl1. as a total for the nation, fixed capital valued at 5.9 billion leva was put 


in comparison with 1980, foreign trade turnover rose by 15 percent. 


he imcome of the population increased. The average monthly wages of workers ex- 


* From a report given at the National Conference of the Official, Party and Social 
\ktiv from the Central Administration and Divisions of the Ministry of Finances 
ind the Chiefs of the Finances Administrations Under the Okrug People's Councils 
(Sofia People’s Council) on 25 February 1982. 

















in following these trends in carrying out the 198! Unified Plan for the Socioeco- 
nomic Development of the Nation, the state budget was successfully concluded. The 
measures adopted by the Party Central Committee and by the government to fulfill the 
Unified Plan for the Socioeconomic Development of the Nation, for disclosing and 
utilftzing additional income, for restricting the unproductive expenditures and for 
the economic and efficient use of budget funds created the conditions to ensure 
additional budget sources and these were used to cover the increased purchasing 
prices for agricultural products, for the in-kind bonuses of concentrated feed for 
the private farus for the seat produced by them and so forth. 


The basic areas oi work for the collectives in the system of the Ministry of 
Finances in 1981 vere determined by the sain socioeconomic task of the 8th Five-Year 
Plan as approved by the 12th Congress. These were: to continue the line of inte- 
grated satisfaction of the continuously growing saterial, spiritual and social needs 
of the people on the basis of intensifying the national economy, the consistent ap- 
plication of the new economic approach and its sechanism and the further improvement 
of socialist social relations. The congress also posed the task of increasing the 
role of profit in economic activities and this is to be established as the criterion 
for the efficiency of production and economic activities as well as the basis for 
organizing the distribution processes. In accord with the congress decisions, the 
financial and credit system must have a sore immediate and dynamic effect on the 
successful development of the economy for strengthening thriftiness and for raising 
financial discipline. 


In 1981, a great effort was gaade in preparing to improve the economic sechanisa, 
particularly in line with the use of profit as the basis for organizing the distri- 
bution processes and taxation. 


The draft of the 1982 State Budget was submitted on time to the Council of Ministers 
and the National Assembly. 


The task was successfully carried out of financing the national economy in the ain 
of creating conditions to carry out the Unified Plan for the Socioeconomic Plan for 
the Nation. The planned funds were provided in accord with the party decisions for 
a more immediate and dynamic impact by the financial system on the successful de- 
velopment of the economy, for strengthening thriftiness and increasing financial 
discipline. 


In 1981, the necessary additional work was carried out to fulfill the party deci- 
sion to increase the pensions for the cooperative farmers, involving around 420,000 
persons. 


work was improved in the area of customs control for protecting the state sonopoly 
of foreign t.ade and for preventing losses for the national economy in the import- 
ing, exporting and border processing of goods as well as customs and foreign ex- 
change violations. 


Auditing financial control improved its activities and focused its attention on 
checking out the questions related to the introduction of cost accounting and the 
brigade organization of labor, the new economic approach and the application of its 
mechanism, as well as for the most efficient use of raw products, materials, fuel 














InG enerey. i imanc iai 20s inG . rxing (ige. + frurthe! igpr vemgent was continued 


he Ginistries, state economic organizations 


the integrated tinanciai audits in ¢ 
and people’s councils. The application of the comprehensive method has made it 
possible to analyze the problems on a gore integrated and thorough basis and to 


disclose the reasons tor the ascertained weaknesses and violations. 


At the same time the arising problems were solved in the area of organizing account- 
ing and the @ovement of smateriais in line with the application of the economic ap- 
proach anc its Sechanisea. 


The quality am effectiveness of the legal expert accounting examinations were iz- 
proved and positive evaluations were given tor a larger portion of thes. 


In 1981, special attention was devoted to the weaknesses and shortcomings in the 
work and particularly to those raised in the press, radio and television. An effort 
was made to prowptly take measures to eliminate these weaknesses and to give an an- 
swer to the mass information sedia at a certain date. 


“a i resu! 


t of the concern shown, the administrative services for the citizens have 
continuously imgproved. 


The collective of the State Insurance Institute worked successfully to provide in- 
surance protection tor the socialist ecomomic organizations and the citizens in the 
mation. Specific rules were elaborated and approved for applying the economic sech- 
mmism in the institute wctivities and these came into effect on 1 January 1982. 


in 1981, the collective of the Bulstrad AD ‘a joint stock company] carried 
mat its tasks and created conditions to organize its activities in 1982 on the basis 
of specific rules tor the application of the economic sechanisa. 


1982 the second year of the 8th Five-Year Plan. During it steady work will be 
ontinued to carry out the decisions of the l2th SCP Congress, to provide across- 
the-board intensification of the national econogy on the basis of introducing the 
wchievements of the present-day scientific-technical revolution and foreign and 
wilgarian advanced experiemce and tor further satisiying the constantly growing 
material, spiritual and social needs of the peopie. 


f enormous significance for successfully carrying out the party decisions are the 
tructions of the General Secretary of the Central Committee and Chairman of the 
Stat mcil, Comrade Todor Zhivkov, and particularly those given at the National 
Conterence for the Partw., State, Economic and Social Aktiv held on 24 October 1981. 
Comrade Todor Zhivkov established and explainec the economic tactics and strategy 


as well as the specit ipproach to carrying out the congress decisions. Of partic- 
ularly important significance in this area is the concept that the state is the 


“sr of socialist property under socialism and as the representative of the people 
«ts under their powers in the interest of all society while the corresponding 
llectives are the master of the socialist property. Precisely this is the initial 
mcept in forming and applying the new economic approach in national economic 
leadership. The instructions of Comrade Zhivkov served as a basis for further iz- 
proving the economic mechanise and for its amendment and supplementing in the ais of 
»rincing it inte accord with the real requirements of social management during the 
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Sth Five-Year Plan. In order to meet these requirements, in the Decree No 53 of 

jl December 1981, the Council of Ministers adopted a new Regulation Governing the 
Economic Mechanism and this was the specific implementation of the economic approach 
in all spheres of social life. 


Comrade Todor Zhivkov emphasized that “our economic policy can be successfully is- 
plemented if the new economic approach is consistently introduced everywhere. The 
question of questions at present is to apply all the component elements of the new 
econogic approach and its mechanis= on a comprehensive basis at each economic organ- 
ization, in each brigade and in all social activity.” 


The economic approach is universally linked with all aspects of activity in the 
financial system. This requires integrated functional and control work by the 
Ministry of Finances and its bodies in aiding in the complete application of the 
new economic approach and its gechaniss. However this task can be carried out only 
in studying the Regulation Coverning the Economic Mechanisa. It is essential to 
master the principles of the new economic approach and its essence and to solve the 
questions and tasks on this basis. Consequently, it is the question of reorganizing 
the manner of thinking of all co-workers in the sinistry in a spirit of the new eco- 
nowic approach and of introducing a style and sethod of work corresponding to the 
new requirements. 


The main and basic thing in the work of the collectives from the systems of the Min- 
istry of Finances this vear is active participation and assistance in consistently 
and creatively applying the economic sechanism in all spheres of the national econo- 
my and in all social activity. 


In accord with the general functional competence of the Ministry of Finances, atten- 
tion must be focused on the problems involving financial relationships and the tasks 
stemming from them, the most essential ones being the following: 


In the firet plece. A fundamentally new feature and component in the improved ecc- 
nomic mechanism is that with it the new economic approach is introduced in running 
the territorial units. This is directly involved both with strengthening the eco- 
nomic interest of the executive-administrative bodies of the people's councils in 
the efficient and hargonious socioeconomic developmwent of the territorial unit as a 
whole as well as the introducing of legal and financial independence for the execu- 
tive committees of the obshtina and okrug people's councils and the strengthening of 
their material responsibility for the end results of their activities. In this 
method the basis is created for introducing cost accounting and seif-support in the 
territorial units. This is a fundamentally new aspect in all previous work in aan- 
azing the social and economic processes on a territorial breakdown. 


In the futu + each conurbation system must be supported by the profits from its 
enterprises and institutions and by the deductions which the enterprises and APK 
|agroindustrial complex! om its territory make. This means that the economic and 
social development of the conurbation system will depend upon the creativity and 
initiative of the local cadres in utilizing all the resources and reserves to real- 
ize additional income. Hence, the necessity arises of reorganizing the territorial 
budgets, certainly not just in form but also in content. 
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it is particularly important tor the territorial bodies to recognize the new require- 
ments wd aspects in the improved economic sechanism in order to ensure the further 
deve lopment of the responding okrugs 2nd obshtinas and to evermore fully satisfy 
the material, spiritual and social needs of the population. The realization of this 
deve opment depends sclely upon them and upon the effective work of the economic or- 
ganizations om their territory. This requires both their active involvement in the 
drawing up of counterplans which significantly exceed the state quotas as well as 
the providing of direct aid and influence on carrying out the counterplans. It is 
mo accident that the Regulation Governing the Economic Mechanism provides that the 
emtrol tigures and the state plan quotas of the economic and other organizations 
and divisions under central authority without fail Je sent out to the obshtina 
people’s council where these bodies are located. 


All of this creates new conditions for unleashing greater initiative and creativity 
by the conurbation systems and okrugs to provide the needed funds for supporting 
their personnel and for financing local measures. For this purpose the expenditure 
portion of the budgets for the obshtina and okrug people's councils will be organ- 
ized as a system of specific gonetary funds which correspond to the funds of the 
state budget. The specific monetary funds will be formed from the income of the 
people’s council budgets. 


in accord with the economic approach, the obshtina and okrug people's councils can 
organize extensive integration on an economic basis with the enterprises located on 
their territory in order to carry out general seasures in the area of every-day, 
municipal and health services for the population, in local industry and so forth. 
fbhus, beth the enterprises and the people’s councils will participate in creating 
the technical, cultural and social infrastructure on the territory of the conurba- 
tion system as the task has been posed of satisfying the needs of the workers who 
live and work in the conurbation systea. 


Im contrast to previous practices, the Regulation Governing the Economic Mechanissa2 
provides that the executive committees of the obshtina and okrug people's councils 
can use a bank loan for organizing production, economic and service activities, for 

wndscaping and public amenities as well as for other measures. The correct use of 
this opportunity will contribute to the further development of the conurbation sys- 


tems. ertainly, it is essential to bear in mind that according to the crediting 
primciples, the loan must be repaid at a certain time and with the appropriate in- 
lere ‘ 





The territerial budeet bodies must be turned into the defenders of the budget bal- 
mce and into propoments of the principles of cost accounting and self-support. 

This means that if a territorial unit feels that it needs additional expenditures, 
them it must provide ‘for additional income and its own income and not from the re- 


7 . s 
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mditions for rming the budgets of the people's councils also pose new re- 
rements for the units at the ministry. in practice this gseans that they sust 
werstand the economy of each okrug and its possibilities in order to be able to 
mike the necessary*analysis and judge whether the okrug people's council has suc- 
eeded in sobilizing the economic and other organizations, divisions and production 
units, regardless of their affiliation, as well as disclosing and utilizing all re- 
sources from the standpoint of increasing the income of tne people’s councils. 
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(miy alter quaking such an analysis is it possible to gain a correct idea of cover- 
ing the lack of own income from the disposable income of the republic budget. 


The Regulation Governing the Economic Mechanism explicitely states that the balances 
remaining at the year’s end in the budgets of the ginistries and people's councils 
are not to be confiscated. These are to remain as a resource for the following 
year, they can be accupulated and employed for carrying out gajor sgeasures. This 
also is a new fundamental aspect in organizing the fulfillment of the budget and it 
is essential te understand its purpose well in order not to permit violations. 


Secondly. The ftinancing of the national economy is one of the basic functions of 
the Ministry of Finances. This encompasses a broad range of interrelated questions 
by which conditions are provided for effecting a rise in the profitability of eco- 
momic activities. In accord with the decisions of the 12th Party Congress and the 
new economic approach and sechanism for its application, substantial improvements 
must be carried out in these activities. 


The BCP Central Committee and the government have posed the task of increasing the 
involvement of the functional sginistries in the fulfillment and overfulfillment of 
the state plan. As is known, the state plan reflects the einimgum aims in accord 
with the resources which the state possesses. Consequently, the collectives within 
the system of the Ministry of Finances gust assist the economic organizations in 
drawing up counterplans which surpass the state plan quotas and in an amount which 
can be aet by self-financing. 


The ideas contained in the economic sechanism concerning the role and importance of 
the counterplan pose new demands in isplementing the relationships between the Min- 
istry of Finances and the economic organizations in drawing up the financial plans 
on a basis of the counterplans. In these instances the task is by concrete analy- 
sis to establish to what degree the proposed distribution of profit has been carried 
out in accord with the provisions of the economic sechanism and satisfies the over- 
all financial proportions. When these requirements are not present, by economic 
levers it is essential to carry out a correct distribution and allocation of finan- 
ial resources. 


The most correct assessment of whether the individual economic organizations have 
reorganized their work in accord with the principles of the new economic approach 
und mechanism for its application can be provided in analyzing the plan and report 
schemes for the formation and distribution of income. The new aspects in the forma- 
tion and distribution of income create sajor opportunities for the financial organ- 
izations to provide themselves with their own financial base as a source for the 
self-financing of expanded reproduction. 


The realiza ion of these opportunities is made directly dependent upon the effec- 
tiveness of economic activities and upon the amount of profit in the counterplan. 
The greater the profit according to the plan and the report the more funds which re- 
main available to the economic organization and vice versa. 


Aggregate profit is the sole quantitative indicator which is set for the econosic 
organizations as a state planning quota. This becomes the basic criterion for as- 
sessing the entire activities of each economic organization and its collective. 
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Here it is essential to view profit as the result of the effective management of 
economic activity. Profit obtained from an incorrect increase in prices or from 
Violating the state standards and norms will be confiscated to the budget. 


in tme regulating and distribution functions of the budget. a special place is held 
by the system of providing budget tunds for the economic organizations. In these 
imstamces it is essential to gake a cistinction between the subsidies which the 
economic organizations will obtain tor assistance in their current ecop~ cc activi- 
ites and the budget tunds .>tained as a result of the direct involvement or tite 
state im the fimamcinxy of capital investments to build mew capacity in individual 
national important types production and activities. For orecisely this reason 
under “he conditions of st accounting and self-financing, the state wil) finance 
the creation of the pmyeicai plant needed tor the development of activities impor- 
tant for the national econosy and for accelerating the introduction of crucial sci- 
entitic and technical developments. 


As an exception the state budget will provide subsidies for low-profit or loss- 
producing production. The Regulation Governing the Ecomemic Mechanism has defined 
the conditions whereby the economic organizations will be eranted subsidies for such 
types of production. The subsidies must be emploved as «2 means tor bringing about 

i rise in production profitability and the return on exports. First of ail it is 
essential to proceed trom the principle that the subsidies will be received as an 
exception since under the new conditions and requirements an economic organization 
which operates unprofitably cannot be tolerated. In this regard of particular is- 
portance are the programs which the economic organizations will work out to increase 
the efficiency of production, imports and exports and for annually lowering the sub- 
sicies up to the end of the tive-vear plan. A correct assessment of these programs 
ind the results of their application depends upon vhether through an aialysis of 
economic activities the reasons for the production of low-protit or loss products 
will be disclosed and whether the elisinating of these factors has been achieved. 
hietiv. In 3982, it is essential to solve a number of questions related to the 
compiling of the summary tinancial plan and budget in accord with the provisions of 
the Regulation Governing the Economic Mechanisa. 


it must be pointed owt that for the first tige an enforceable enactment has outlined 
the scope of the summary financial plan wd the procedere for its compiliag. 


The sugmary finan ‘| clam wust be viewed as the basic document to ensm- the finan- 
ial cowerage of the Unified Plan for the Socioeconomic Developaent of the Mctica. 


wcerdine to the Segulation Governing the Ecomomic Mechanism, in additica to the 


mmual state budget. the Ministry of Finances will also work out a five-year budget 
m (bende regrar esolidated indicators for income aad expenditures on a 
. 4. . et . 
tate budgect wi! wist of the types of income for the iscome part and the 
- te xpenciture part. 


in the annual Sudgets the income will be plageed for on the basis of the enified, 
senerslized and lome-tere sores which have been preset Sy the govermmest. Expendi- 
tures will be establicted om the Sasis of the compulsory standards for iasdividusi 














types of expenditures set by the Council of Ministers and on a national level de- 
termining the amount of budget outlays per unit of calculated indicator according 
to the plan. All of this poses new requirements for the entire financial systea. 
Particular attention must be paid to setting scientifically based standards for the 
amount of tinanmcial assets needed to satisfy the requirements related to the invest- 
ment policy of the party anc state and to the development of sociocultural activi- 
ties on all levels of management. 


in the future, additional needs for budget funds will arise after the budget has 
been drawn up. The question is to organize the work in such a manner that the 
principles of cost accounting and self-financing are observed on all levels, includ- 
ing on the national. When additional expenditures are needed for economic activi- 
ties, naturally additional income is obtained from the corresponding activities. 

For this reason, that which requires additional expenditures from budget funds sust 
provide an increase in profit which will ensure the repayment of these funds to the 
budget. These are the requirements of the economic approach and the improved mech- 
anise of its application. 





avthiy. Under the conditions of the new economic approach and sechaniss for its 
application, both the owner and manager are interested in safeguarding and increas- 
ing socialist property. This requires the taking of the necessary concern, inciud- 


ing to prevent encroachments against socialist property. 


Im light of these ideas new and major demands are made not only for the bodies of 
State Financial Control but also for all elements in the system of the Ministry of 
Finances. State Financial Control is the basic element in carrying out control ac- 
tivities. But in bearing in mind that the Ministry of Finances has been entrusted 
with the organizing and execution of preliminary, current and follow-up financial 
control over the planned, rhythmical and legally conforming implementation of finan- 
cial activities in the economic and noneconomic bodies and organizations, the con- 
clusion can be drawn that these requirements also apply to all other elements in the 
system c° the Ministry of Finances. 


This demands that the activities of all these elements be subordinate to the broad 
use and application of leva control. This must start even in the process of dravw- 
ing uy the plan from the view of preventing inefficient activities. Constant con- 
trol must be prowided in the receiving and utilizing of assets for various purposes 
as provided by the budget of the economic organizations. 


Particular attention aust be paid to organizing and executing preliminary and cur- 
rent control. The importance cf this control at present when it is essential to 
take exceptional measures to disclose the reserves and protect socialist property, 
has assumed particular importance. Without underestimating the role of follow-up 
control, th effect from preliminary and current control is great since the ques- 
tion is to prevent violations in carrying out financial activities. 


Follow-up control is carried out on the basis of the accounting reports and balances. 
However, up to now the quarterly reports and balances were employed more for infor- 
mation while an overall review was made only for the annual bookkeeping reports and 
balances. From the viewpoint of the new requirements, it is essential to fundamen- 
tally revise the procedure and setho?s for employing the quarterly reports and 
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CZECHOS LOVAKIA 


EFFECTS OF SET OF MEASURES ON SLOVAK INDUSTRY YIEWED 
Prague HOSPODARSKE NOVINY in Slovak 11 Jun 82 p 3 


[Article by Engr Jan Hrabek, Slowak deputy minister of industry: “Search for New 
Approaches” |] 


[Text] Im recent weeks, the results of economic activity in 1981 have been evalu- 
ated at all organizations, enterprises and economic production units under the SSR 
Ministry of Industry, and in the ministry itself. The analyses of economic activity 
were the more significant because 1981 is the first year that the Set of Measures 
has been in effect. It can be termed as favorable that, in comparison with the past, 
the analyses have been characterized predominantly by a more comprehensive look at 
the achieved results, but combined with a critical evaluation that corresponds to 
the requirements and objectives of the Set of Measures, with emphasis on the quality 
of management. 


From this point of view, desirable overfulfillment of the tasks in supplying the do- 
mestic market, and also of the tasks in export to socialist countries, say be regard- 
es as a plus. But not all economic production units were able to achieve the plan's 
targets for export to nonsocialist countries, because they could not overcome the 
obstacles that stemmed from the overall changes in these markets, not even in the 
case of traditional export items, in which the enterprises were able to ensure the 
necessary assortment and quality of supply. Admittedly, shortfalls in the fulfill- 
ment of the tasks occurred also for production reasons where the parameters set by 
the plan were not attained. Even though the ministry's aggregate tasks of supply 
to final demand and productive use were fulfilled, in realization there were depar- 
tures from the planned structure. 


Successes, Difficulties in 1981 


Although considerable effort was exerted during the year to maximally adapt produc- 
tion to the changed conditions on foreign markets and the domestic market as vell, 
the changes that had to be made and the substitute solutions that became inevitable 
resulted not only in production dropouts, but also in considerable departures fros 
che qualitative tasks. Especially the levels of productivity and profitability set 
by the plan were not achieved, the most conspicuously in the woodworking industry. 


Evaluation of the events and results in 1981 yielded valuable information about the 
consequences of changing market demand, on the domestic market in particular, where 
demand has declined in several production sectors, and not only the demand for con- 
sumer goods. The reasons for this decline in demand are varied. They are related 
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first of all to the overall economic situation at home. At some enterprises the pos- 
sibilities for the desirable marketing of the output, especially from so-called sin- 
gie-purpose capacities, have become the decisive criterion for securing the tasks of 
the plan. Where this development was not detected in due time, or where swift mea- 
sures were not adopted to counter this development, there is real underutilization 
of capacity on the one hand, and unpreparedness to switch to other production for 
which chere is an effective demand. Our 1982 experience to date fully confirms 

this. This is a question of production's increased adaptability to sarket condi- 
tions, while raising overall effectiveness. 


In accordance with the Set of Measures, the comsequences of failure to achieve the 
planned profitability and profit volume are very serious for the enterprises and eco- 
nomic production units. This is reflected not only in the conclusions adopted in 
the evaluation of these organizations" 1981 economic activity, but also in the con- 
siderable worsening of their general economic situation when the effects of the 
Sanctions are fully felt. 





But at the same time the fact cammot be overlooked that the ministry's export to 
socialist countries increased over 1980 by 16 percent at prices f.o.b. Czechoslovak 
border, and by nearly 32 percent in the woodworking industry; light industry's ex- 
port to nonmsocialist countries, at prices f.o.b. Czechoslovak border, increased by 
nearly 9 percent, and profit by 15 percent. Product quality, measured in terms of 
the proportion of markdown for goods of substandard quality, also improved by 5.5 
percent over 1980. Good result in several respects were achieved also under the 
specific conditions of the individual economic production units, by fulfilling and 
exceeding very demanding tasks of tie plan, and also in terms of the attained growth 
rates of final deliveries, profit earnings and other tasks. With the exception of 
the Slovakotex economic production unit, such results were achieved at the Ogako, 
Tatrasklo [Tatra Glass} and Slovenska Polygrafia [Slovak Printing] economic produc- 
tion units. Special mention gust be made of the results in the chemical industry; 
this industry was able to overcome the very complex conditions that arose last year, 
and to contribute significantly toward the favorable development of export to non- 
socialist countries. 


The ministry fulfilled last year also its overall tasks in capital construction, on 
the obligatory tasks of the plan. However, the ministry was umsuccessful in achiev- 
ing a radical solution--in comparison with the plan's tasks and in terms of a gen- 
eral evaluation as well--of the unfavorable situation that existed in placing cer- 
tain capacities in operation and in attaining the set parameters. In this respect 
the greatest shortfalls occurred last year at the economic production units of the 
woodworking industry; these shortfalls are continuing into 1982 and are causing a 
very complex situation at some enterprises. 


The results that most of the enterprises and economic production units achieved un- 
der the given complex conditions confirm that they have begun to take specific ac- 
tion to adapt their programs to the present and future sarket conditions. They are 
fulfilling their tasks while curtailing their import demands and improving the bal- 
ance of trade with nonsocialist countries. They are meeting the criteria set for 
product quality and are improving the overall utilization of their operating assets. 


The results to date, of course, should not be overestimated. For many of these re- 
sults have been achieved by mobilizing readily available factors and reserves. It 
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cannot be said as yet that a radical change has occurred everywhere, especially not 
in the area of quality, without which we will not be able to control and master the 
conditions and tasks of the coming vears. 


This is a question of what is the program like, and what objectives have been set 

to ensure constant improvement of quality. And how have the individual problems 
been applied to the specific conditions of the economic production units and enter- 
prises, and whether they are penetrating into everyday practice and into the top of- 
ficials’ thinking in particular. 


Some of our economic production units are devoting close attention to these ques- 
tions and are approaching their solution constructively. As an example of the per- 
-eption of this problem I would like to cite the Slovakotex economic production 
unit, especially because it is securing such a demanding and sensitive area as the 
relationship to the domestic and foreign markets. Here the task has been set of en- 
suring the sustained growth of export, without shortchanging the domestic market and 
intensifying some of the problems in supplying its needs. In the course of this 
they are starting out from the realization that the increasing requirements with re- 
gard to quality can be met oniy through entirely uniform supply to all destinations 
of the output’s use, while the requirements of the domestic market and of export 
with regard to quality are being equalized. 


The task, then, is primarily to ensure at the Slovakotex economic production unit 
the specified economic use of the output while the growth rate of export to nonso- 


cialist countries, for example, is 20 percentage points higher than the growth rate 
of the total output. 


At the same time, solution of the tasks in the textile, clothing and knitwear indus- 
try involves not only the production of better-looking, fashionable and technically 
improved products, but also the offering of an assortment that meets the consumers’ 
interests, in a sufficiently wide price range and range of sizes, the ensuring of 
on-schedule deliveries of the contracted quantities, a larger proportion of top- 
erade products, smaller production series, and more effective sarketing. 


The set tasks, then, are clear. In relation to the sentioned and other conditions, 
of course, the way and manner in which the tasks can be fulfilled must be clarified. 
“his will require, first of all, modern methods of management in general and of man- 
aging the technological processes of production in particular, more flexible practi- 
“al application of the results in the development of science and technology, util- 
ization of the results of the socialist international division of labor, reliable 
functioning of cooperational relations within the economic production units, and 
~verall improvement of technological discipiine. 


What Will 1982 Be Like? 

The importance of aualyzing the prerequisites for plan fulfillment in the coming 
years and the setting of the basic tasks already reflect the requirements and condi- 
tions of the tasks in the 1982 plan. 


while the volume of industrial output within the SSR Ministry of Industry is to in- 
crease by 3} percent over 1981, final sales are to increase by nearly 5 percent. 
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Within this the output of the woodworking industry is to increase by nearly 14 per- 
cent; and its final sales, by roughly 22 percent. Rence it is evident that the en- 
tire increase in output is earmarked for the categories other than productive con- 
Sumption and other uses, and that it requires maximum aobilization of the produced 
material resources for export primarily to nonsocialist countries, while deliveries 
to the domestic market are to increase at approximately the same rate as the out- 
put. Simultaneously it will be necessary to achieve the best possible prices on 
foreign sarkets. 











Especially demanding in this respect is the growth rate of the woodworking industry's 
export to nonsocialist countries, due to the shortfall in plan fulfillment in 1981. 
This growth rate is based on a further increase in output at the newly built capac- 
ities, primarily in the pulp-and-paper, lumber and furniture industries. However, 
also light industry must increase its export to nonmsocialist countries by about 22 
percent. No less complex are the tasks of the chemical industry. While the output 
tasks are demanding, one sust bear in mind also the very complex conditions of in- 
put and of import in particular, and not only from nonsocialist countries. 

















Customer-user relations in the widest sense will be a decisive question also in 1982. 
From them derive the other problems, and in some cases certain capacity aspects can- 
not be underestimated. Solution of such problems is often difficult because they 
require first of all an active approach, realistic propesals and preparedness to re- 
act to the arising situation. This is often lacking, especially where sufficient 
lead time is lacking to prepare the offer by which the arising new need is to be re- 
solved. 

























Admittedly, exceptionally demanding tasks--in export to nonsocialist countries, for 
example--hardly permit in specitiac cases the assumption of further obligations, such 
as credits repayable in foreign exchange to urgently solve the replacement or modern- 
ization of machinery and equipment, on which fulfillment of the set tasks often di- 
rectly depends. The tasks in question are not always related to export specifically 
to nonsocialist countries. However, such problems cannot be resolved without the 
mutual cooperation and active approach of all the participants who gust adopt appro- 
priate decisions in cases of this kind. 


Effect of Set of Measures 


During this period we have also gained experience as to how the conditions of the 
Set of Measures influence the results of our work. The experience with counterplan- 
nine in ensuring the tasks for 1982, and also the consequences of failure to ensure 
the tasks are being evaluated. Likewise the effectiveness of the principles ex- 
bodied in the Set of Measure, and certain conclusions that as yet have not been 
tested suf iciently in practice. Some of them will have to be tested further. 


Application of the Set of Measures has been reflected favorably in the reduction of 
the cost of materials, and of the energy-intensity of production. The results would 
have been even better but the exceptional development of the woodworking indus- 
try. Likewise favorable is the fact that the adjusted value added within the sin- 
istry improved by 1.9 percentage points, despite a slight decline in output (by 

0.8 percentage point in 1981 as compared with 1990 [as published]). The results in 
the level of profirability in relation to operating assets were influenced not only 
by the failure of some economic production units to attain their planned profits, 
but also by higher inventory positions than had been planned. This is a lesson that 
the economic production units and enterprises will have to absorb more seriously 
than up to now. 
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All economic production units within the ministry have reserves also in their non- 
productive costs for improving their profitability and economic effectiveness. 


So far as economic incentives are concerned, application of the Set of Measures and 
introduction of new criteria within the ministry, except at two economic production 
units, produced results that generally are favorable, but the 165 million korunas 
saved by the economic production units was not enough to offset the exceptional cost 
overruns in the woodworking industry's economic production unit. 


The personal and enterprise incentive funds are fulfilling their mission, although 
there are some problems in the relations between enterprises within economic pro- 
duction units when the conditions and especially the results in the formation of 
resources differ. The enterprise that fails to fulfill its tasks (i.e., it does not 
qualify in the given period), and the tasks are important ones, jeopardizes fulfill- 
ment of the entire economic production unit's tasks. Situationsarise in which en- 
terprises that are fulfilling their tasks in an exemplary manner are being short- 
changed. However, the opposite situations also arise. 


Innovation and Export 


The conditions for the highly necessary process of innovation sre different in the 
production sectors that produce final products (light industry), and again different 
in the sectors that supply the national econosy with often essential raw asterials, 
semifinished products, and products with relatively constant physical or chemical 
properties (chemical industry and related sectors). Under these conditions the ap- 
plication of innovation processes, and of the advantages that stem from then (espe- 
cially when these advantages can be realized fairly quickly) will basically differ 
and occasionally will be umrealistic in the short ters. 


Here product innovation usually is combined with the innovation of industry's tech- 

nological base, and the innovation cycle is relatively long, lasting several years. 

Innovation must be prepared with sufficient lead time, which involves a certain 

risk regarding the development of machinery, technology and applications. Such in- 

novations often worsen the economics of production, especially the profitability 

in relation to operating assets, if the inmovations are not accompanied by a cor- 

responding movement in the prices of the products. The improvement of productivity 

sometimes is not enough to offset the higher prices, especially in the case of in- 
4 equipment. 


Experience with the application of the Set of Measures in 1981, including the pre- 
paration of the plen for 1982, confirms the previous experience of the experiment- 
ing economic production units and calls attention to the reserves that exist in per- 
fectine the khozraschet system, including the setting of production norms, costing 
inf budgeting, and in upgrading personal and collective economic incentives. 


\ll enterprises and economic production units of the SSR Ministry of Industry will 
have to absorb these lessons and inevitable facts during 1982 and in planning for 
1983 and thereafter. They will have to significantly accelerate all activities 
that are prerequisites for fulfilling the tasks and achieving, in certain respects, 
results that are substantially better than the ones up to now. The more-complex 
conditions and more-demanding tasks leave them no other alternative. 
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NEX, FARTHER REACHING BCONOMIC REFORM ADVOCATED 
Budapest FIGYELO in Hungarian 16 Jun 82 p 3 
|Article by Tamas Baver: “Continuity or Turn?*) 


|\Text) Ference Havasi spoke om the search for a solution at the Annual Congress 
of Economists at Balatonfured. This was well indicated by the general theme of 
the meeting: economic thinking today is not motivated by inspiring new per- 
spectives but by the need to dispel the economic tensions that endanger socio- 
political stability. 


The increased empcasis of stability in Hungary may be related to the fact that 
in the search for a solution since the middle of the 1970's, the return to 
command planning, which Hungary already once rejected, did not appear to be an 
attractive solution. 


Fortunately, the policy followed since 1979 of compulsory restraints on 
economic growth has been paired with a change of direction in the official con- 
cept of economic guidance. Let us recall: not so long ago, in the middle of 
the 1970's during the years of freezing the reform, the declared goal was the 
Strengthening of ministerial guidance, the realization of supply responsibility, 
the adjustment of regulators to the “characteristic conditions,” and so forth, 
and a broad-scale centralization wave developed and a campaign was conducted 
against the auxiliary operations of cooperatives and private undertakings. In 
the past 3 years, however, the passwords of enterprise independence and nor- 
mativeness could be heard at conferences, and it was in this spirit that the 
1980 price reform was announced, branch ministries were amalgamated, large 
enterprises were broken up, and the legal, organizational, financial and 
pelitical frameworks of variows forms of small enterprises were developed. 


we can sense the importance of these measures if we think the matter through: 
leading economic policy makers were able to face up to the steps they ther- 
selwes (or their predecessors! had taken between 1970 and 1978, and they toox 
hold of such delicate problems which they refrained even from touching during 
the reform period of the late 1960's. With this they do not regard their tasks 
as concluded: further studies are underway, and in 1983 a change can be 
expected in the regulation of incomes recognized as a neuralgic point of the 
regulatory system, and in all probability the control formas ower state enter- 
prises will also be modified. These changes, as conceived, gust fit into the 
complex, further development of economic management, the program which was 
outlined a year ago in FIGYELO by Miklos Pulai, deputy chairman of the Planning 
Office (FIGYELO, 17 July 1981). 
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And still, when we read through this article or the publications shich have 
appeared since then, and we listen to the gain summaries of the most recent 
Annual Congress of Economists, or the interpretations that followed by 
Ministers and state secretaries, doubts may arise in our minds: What do the 
economic politicians want, what does the expression “complex further develop- 
ment” mean? 


To understand these issues we have to reflect back to 1968. 


What differentiated 1968 not only from the preceding and ensuing Hungarian 
planning simplifications, reorgamizations, the further development of regu- 
lators, but also from most of the economic guidance measures of the other 
European CEMA countries? Since we cannot answer this question thoroughly 
here, I shall stress three motifs. 


~-The 1968 measures were comprehensive and complex in character; they changed 
the planning system, the enterprise interests, the relationships among the 
enterprises, the tasks of the guiding organs, the price system, and so forth 

at ome time and in relation to ome another. A change was made not only in 
certain elements of the economic mechanism (for example, the manner of planning 
or the price system) but also in the sharing of roles among the individual 
elements: for example, that which had formerly been regarded as a planning 
(plan detailing) problem became a question of regulation and inter-enterprise 
relations. 


--The radicalism of the chances meant this: while the number of nonoblicatory 
indexes was not reduced, the breaking down of the plan was eliminated; the 
price basis was not only modified but the official price system was replaced 
with a mixed price system. and so forth. 


--The third motif that ought to be emphasized I regard as the nature of the 
perspective: in preparing the reform, long-term ideas were developed, and thus 
the 1968 measures fit into a long-term program with a definite direction. 


It is true that the complexity of °1968° was limited (consider only the 
deemphasis on organizational questions) as was its radicalism or its preoccu- 
pation with the long-run. And still there were these signs that gade it into 
a reform, a correction of the model in the wake of which it was possible to 
achieve a change in the behavior patterns of those with a role in economic 
life. The precondition of this was that those with a role in economic life-- 
enterprise managers and state functionaries--expected the change, and the out- 
come was that they experienced its actual introduction. 


The modi ication carried out in the regulator system since 1968 represented in 
a number of respects an advance over the solution introduced at the beginning. 
We can mention the termination of the obligatory splitting of profits in two, 
the narrowing of the scope of liability-free investment financing, and so 
forth. But these changes, lite the periodical reorganizations, were only 
partial @easures. They were not complex or radical and, particularly since 
1972, did not fit into a clear perspective. And what is gore, besides the 
measures that fit into the again line of reform there were also many changes 
embodying a direction of doubtful value or even recentralization. 
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Since 1978 there has been a change in that the direction of the partial 
Measures that were introduced point ome way. Many believe that this is enough 
to advance the reform process, to gzake the economic mechanisms suitable to the 
service of the necessary efficiency improvement, the structural transformation, 
amd so forth, under the new conditions. They do not understand more complex, 
further development than the coordinated sequence of sgodifications affecting 
certain areas of the mechaniss, leaving essentially untouched, however, the 
jistridbution of roles among the elements of the guidance systez. 


We Know that the new kind of role distribution which has developed since 1968 
between economic planning, state administrative regulation by financial means 
and independent enterprise decision-making regulated by the market, and which, 
with some simplification, we are accustomed to call of the dismantling of 
regulators has created more favorable conditions for more effective management 
than the traditional idirective) plan management. It promoted the arousing 

and exploiting of initiative, and a more flexible adjustment to international 
and domestic markets. At the same time, as shown in a manifold way by the 
economic literature, it comtinues to hinder the realization of the achievement 
Principle, a @ore organic adjustment to the international division of labor, 

a flexible, profit-oriented regrouping, and efficiency improvement attainable 
throuch the development of a more varied dimensional structure of production 
and services, an improvement of the effectiveness of investment activity, and 
so forth. As a consequence of the state manipulation of value categories, the 
functioning of money remained limited, and only in a very limited way does 

the general standard exist which may serve as the magnetic needle of management. 
This distribution roles did not change in the 1970s nor in the wake of the 
Measures in the past } years, and at the most, the simulation of the competitive 
price partly replaced the differentiation of regulators. 


mom ty 


From everyday conversations and the discussions in LIFE AND LITERATURE it 
becomes evident that a knowledge of such shortcomings as difficult adjustment, 
Slow technical development, many kinds of waste, general and relatec Jeep 
dissatisfaction have become a part of social consciousness. It has also ictcci2 
a part of social consciousness that the changes which have taken place thus 

far in economic guidance, including the 1968 reform itself, did not Dring about 
any fundamental change in these problems. As a comsequence, the broader public 
but also the specialists, the state officials and enterprise managers have more 
or less lost their faith in the efforts directed at refining ecovomic manage- 
ment. While after 1968, the experience of chance, which meanwhile has passed 
into oblivion, was determining, since then, the interpretation tied to the 
corrections that were carried owt is that everything has remained the same as 
before despite the big propaganda around the modification of the regulations. 
We must, above all, so've this in order to see to the accomplishment of the 
desired changes in the operation of the economy and to finding some new track 


'f grout 





m the basis of a narrow ecor Wic approach it can be perceived that for 
new behevior patterns to develop free of the present conditioning of 
nomic operations, a program that dwilds on the advantages afforded by a 
~omplex and radical approach and a focus on the long ters is more advantageous. 
We know well that it is useless to try to realize normativeness in the regulator 














system if conditioms are lacking in the price system. Similarly, the “cos- 
petitive price system” cannot become a competitive price system as long as the 
monopoly of the domestic market prrsists, and import competition is not 
developed. The opposite is also true: changes in the organizational systex 
cannot be realized according to original intentions if only the institutions 
of hierarchical guidance are eliminated, because market regulation sechanisms 
will not by themselves develop in place of the hierarchical guidance. 





Moreover, the complexity must not only gean that the organizational systes, 
the planning, the price system and the financial regulations change siaul- 
taneously, but that new shifts must alsc cccur in the distribution of their 
roles by narrowing the state administrztive and ecomomic guidance role (by 
narrowing mot only its indirect but also its direct role) and by extending the 
entrepreneurial independence of the enterprises and the genuine regulating 
role of the market and actual competition. 


In addition to the narrow economic considerations, however, this is also 
dictated by broadly interpreted socio-political viewpoints. Tne programs of 
“just so it does not become worse” which our ecomomic policy proclaimed 3 years 
ago under the slogan of “guarding” and with which even after 3 years it can- 
not face society, can be accepted and can establish the basis of guarding 
socio-political stability if and only if, it is linked with a clear program 
for a solution in some way like the proclamation of the new mechanisz was 
linked to the 1965 “year of savings” prograa. 


Therefore, from a socio-political point of view, the concept of “complex 
further development” appears necessary. It will make the broad public opinion 
aware ant unambiguously clear to the enterprise managers and officials of the 
state apparatus that this program represents the continuation of the line of 
reform proclaimed in 1966. At the same time by moving consistently toward dis- 
mantling the bureaucratic bargain mechanisms and extending the sphere of 
influence of regulation by the market in order that state planning and regu- 
lation may target a new quality change, that is, a turn in the role distribution 
between enterprise initiative and market self-regulation as compared to the 
trends of the 1970's which may be characterized as a “reform freeze.” More- 
over, we must make the delimitation clear not omly in comparison to the period 
up to 1978 but also to the contradictory developments of the past 3 years, 
when progressive slogans were run down by the widespread use of price measures 
and operative economic guidance (“market regulation,” “economic orgsem.zing 
activity”) which sometimes supplemented and sometimes replaced the ¢'smantling 
of the regulators. 


In his letest interview, Bela Csikos-Nagy (HETI VILAGGAZDASAG, 6 May 1982) 
mentione aS a possibility that by the middleof the 1980's the need for a new 
comprehensive reform might arise. I regard this not as a possibility bdut as 
an unpostponable necessity. 


The changes which have occurred in our economic mechanism since 1968 or in the 
past 3 years only established the basis for a slow, moderate improvement in 
the achievement of the economy. Paired with the moderation and the reasonableness 
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of owr economic policy, this improvement was sufficient to the sgiddle of the 
1970's for economic growth to be relatively balanced and after 1978 to avoid 

at the price of stagnation in domestic consumption the development of tensions 
which occurred in other CEMA countries. But the foreign ecomomic conditions 
continued to deteriorate: similar processes on the international credit market 
followed the rise in raw material and energy prices and the narrowing of supply. 


Under the new conditions which have developed in this way we need to increase 
much more rapidly than up to now the achievements of the economy not only for 
growth but also for stagnation, or implementing the slogan “just so it does 
not become worse.” 


Therefore, the need to decide on and proclaim a new comprehensive reform, a 
“second reform” is already ripe both from a narrowly economic and from a 
socio-political point of view. We can no longer delay putting off the elizi- 
nation of the mood that nothing really changes anyway. It is time to create 
an atmosphere in which the state officials and the enterprise managers will 
count on change fand if they wish, refrain from change). 


The preparation and introduction of organizational and regulation measures 
cannot happen within several weeks or g@onths. A comprehensive change of the 
Organizational and financial system building one element om another can come 
about at the earliest in 1984, which is already “the middle of the 1980's.” 
It is important, however, that in the background of preparatory work and of 
the measures planned for 1983 there should exist a publicly amnounced concept 
for changing the whole of the economic mechanism. Besides complexity and 
radicalism, the long-term character may in this way again Decome a character- 
istic feature of “complex further development.” 
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FALUVEGI DISCUSSES ECONOMIC SITUATION, VALUE OF PLANING 
Budapest HETI VILAGGAZDASAG in Hungarian No 21, 22 May 82 pp 4-6 


[Interview vith deputy prime minister Lajos Faluvegi, chairman of the National 
Planning Office (OT): “Planning and its Value”) 


[Text] Deputy prime sinister Lajos Faluvegi recently expressed 
his views in a radio program on several questions that are ac- 
tively occupying public opinion. Among the questions vere: 
What is Hungary's economic situation today? Should the plan 
perhaps be reevaluated in some way’? Are the evaluations justi- 
fied according to which there is not enough money for the nec 
essary developments? Why is it necessary to constantly keep 
changing the rules of economic operation? We asked the chair- 
man of the National Planning Office to .«turn to these exciting 
questions, and, in connection with them, to the topic: What 
characterizes planning today, and what is its value? 


[Question] Soon it will have been 4 years that among the goals of the economic 
policy the reestablishment and subsequently the improvement of the foreign trade 
balance have enjoyed priority, and we subordinated economic growth to this task. 
But we did not expect the national income to decrease in 1980, and even in 1961 
to increase only at a gore sodest rate than planned. Did we overestimate our 
opportunities? 


[Answer] How such of them we implement, is only one measure of the qualifica- 
tion and value of plans. The truth is that good plans can also be implemented 
poorly, and it is also true that the plans are not perfect, either. We there- 
fore are now turning our attention to redefine also the value of planning to 
correspond to today's circumstances. The main value of the plans and of plan- 
ning deperis on--as they used to say: on the here and now--and on how vell 
they are avle to prepare our society and the economic operating organizations to 
actively and flexibly conform to the rapidly changing conditions. 


We tried to put together the 1982 plan in this spirit. This means that ve 
wanted to reinforce the gain line of the economic policy, and we wanted to ad- 
just those action programs and those changes of the regulations to this which 
make it possible for us to gore flexibly conform to the larger requirements. 

It is a widely known fact that the two gost important goals of directing society 
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and the economy in 1980 and iz 198] ..re: the foreign trade balasce must be 
solidified, amd the standard of living must be maintained, as were deficed at 
the time by the MSZMP"’s (|Hemgarian Socialist Workers’ Party) llth congress. We 
secceeded in reaching these two main goals. It is true that the rate of eco- 
nomic growth was somewh=' slower than hed bees epvisiogsd. This ¢di¢ sot sur- 
orise us, since even if sot so mech so is 1980, det ic 196] we already ecapected 
the rate to slow down. 


There ere external and intermal ressoas for this. Very oftes we forget that 
last year ve SMarvested 1 williom fewer toms grain than we bed placeed. The 

| gwilliom toms of grain would have iocreased the sations!] iscome by cooe-hali « 
percemtage point, thet is, Sad we harwested this lost grain. we would herve just 
about reached the planned satiomal inmcome. This would have bees importast Se- 
cause the world market situation developed exfavorably for us. We were eoable 
to exploit owr setallergical amd chemical iedestrial srodectice capacities, and 
i. was also auch gore difficult for us to obtais the emergy seeded for the ecoe- 
conv. I gust add that-—uesfortumstely--the political coeflicts aad werriag cce- 
flicts in the world also all affected the opportusities of the Bsegerias ecoo- 
omy, since ve are trading with ower 100 coue:ries is the world, that is, with 
practically all parts of it. Set we aust honestly confess that oor ow: efforts 
aimed at improving the efficierscy of ecoaomic operatica heave prodeced caly isi- 
tial results. 


[Qeestion) Showld the plan perhaps be adjested is some way or reevaleatet be- 
cause of these uempleasant experiences’ 


|Answer| in sy opinion, there is ao seed today to correct the Sixth Five-Year 
Plan. The 1982 plan--just as the 1961 plan did-—expected the comditicas to 
change. The basic cheracteristics of this year’s samesl plas. thet is, sol idi- 
tying the foreign trade balance and asietaining the standard of living, contige 
to remain valid. At the same time, this plas protects « somewhat faster growth 
then last year’s plan from the viewpoists of imdestrial and agriceltural pro- 
duction as well as of the astiomal income. Thus, for this rear, the plas wes 
prepared with the expectation of slow growth; and its plasmed growth rate is 
near the average rate deternined by the Sixth Five-Year Plas. Of ccuerse, sver- 
age years exist only in statistics; bet, if we thisk over the general progress 
of the Sixth Five-Year Plan, we can say: cousidering its character aad goals, 
the 1982 plan is closer to the character and dewelopmertal directicas of the 
5-year plan thar the 1981 plan had bees. 


Even though we are not considering correcting or adjusting the Sixth Five-Tear 
Plan, we are, by all means, considering two things. Ose of them is: we will 
prepare mext year’s plan by considering aot om!ly the economic tasks of the year 
198}, bet by looking ahead to the end of the plas period. The other cme: we 
vill prepare ourselves for the expected changes, because esfortunstely these 
mnot be ignored in today’s world. Of course, we are hoping that there will be 
set only unfavorable ones apong then. 


‘Question! Secause of the unfavorable phenomena seen in the world econcay and 
in the countries around us, asany people consider Meagary’s economic situatios 
to be disturbing. Sut we also seet views belittling cer problems. in your 
"inion, how is Hungary's economic situation today’ 


» 








|Answer| Obviously, there is a “middle read" between these extreme evaluations, 
because the extremes are not realistic in this country and do not produce such 
progress. Between heaven and hell, there is also a purgatory where, though one 
must pay penance, there is also hope. In any case, providing a summary judgment 
a country’s economic situation is no easy thing. Let me use a method often 
used nowdays to help me. Economists try to characterize the economic situation 
of a country by a pentagon, the sides of which illustrate the amount of debts, 
the relative use of the budget deficit, the extent of inflation, the rate of un- 
employment, and the growth rate of production, respectively. Increasing the 
distance from the pentagon’s center indicates improvement of the situation, for 
example, decreases in debts, budget deficit, inflation or unemployment, or an 
increase in production rate. Thus, the larger the pentagon, the more favorable 
the economic situation it reflects, or the smaller it is, the less favorabie. 


Well, comparing our “pentagon-situation” with those of other countries, we have 
nothing to be embarrassed about, especially since we have full employment, and 
we are successful in battling inflation. To simplify it: the stability and 
balance of the Hungarian economy have improved in the last few years, its growth 
ability is average, while the foreign economic circumstances have deteriorated. 


But where do we stand with output? The truth is that even under today's condi- 
tioms we could achieve much greater output in industry, in agriculture, in the 
basic supplies, in services, and in other areas. It is public knowledge that 
labor productivity in the Hungarian industry falls short of the productivities 
‘ft Austria or Czechoslovakia. Today there are no reasons for this like there 
were 10 or 15 years ago. Even though it is constantly being criticized in the 
Hungarian industry that there are not enough investment means, actually in the 
last 3 years the equipment inventory increased by 20 percent, but production 
increased by only 6 to 8 percent. And if we look at the percentage of the ma- 
chinery operating during the scheduled working time, we find that it is only 
two-thirds. It is also well known that much manpower can be freed in indus- 
trial production because of weaknesses in organization and in wage regulation. 


As tar as the agriculture is concerned, we have always acknowledged that it has 
vchieved great production results. But it is also seen in the sirror of inter- 
national data that in several other countries the same results are achieved with 
a much lower employment ratio. Or, while we have made good progress in terms 

total production, the net production value per agricultural wage earner is, 
at best, charitably calculated, one-half or two-thirds of those in Western Eur- 
ype. And another interesting comparison: in the joint output of agriculture 
und the food industry, in this country the food industry contributes a such 
lower ratio to the production of new values than in France. That is, the de- 
zree of p ocessing is much higher there, they produce gore value. 


It is well known how far we are behind also in the areas of services, coamuni- 
ition, and the development of transportation networks. This backwardness 
auses loss of time and difficulties in economic work and in social relation- 

ships and is, in general, the source of greater losses. We will use the les- 

sons learned from these with much greater force in the planning work of the 


oming years. 











[Question] There are people who interpret the goals of the Sixth Five-Year 
Plan to mean that by the end of the plan period we will have repaid all «He 
loans we took out in the past. Can we really start the next 5-year plan with 


a completely clean slate? 


\Answer] In accordance with the goals of the Sixth Five-Year Plan, our debt 
inmventory--in terms of real value--will not increase, and its composition will 
-hange to our advantage: the ratio of longer range obligations will be higher. 
In a word, the debt service, that is, the interest load and the repayment bur- 
jen will be smaller in the years following the Sixth Five-Year Plan, and more 
means will be available. In addition to this, the plan has made it a goal to 
improve the export coverage of our debt service, that is, to strengthen the 
Hungarian economy's ability to systematically fulfill its debt service obliga- 
tions, or in plain Hungarian [English] to be able to pay for it with profitable 
exports. We can all see how timely it is now to expand the quantity of exports 
and improve its profitability in the interest of increasing our convertible 
toreign currency income. 


Thus, the issue is not whether we will have repaid all of our debts but, rather, 
that we will have created a more consolidated situation in which the burdens of 
the tollowing years will be lower. By the way, a country which completely 
avoids taking advantage of foreign resources for the growth of its economy can- 
not really succeed in today's world since it does not use all the available 
opportunities for its growth. Of course, one must proceed very carefully in 
credit policy, and everywhere we make investments--especially if we do so all 
or in part with foreign money--must demand a high degree of organization and 
also that the appropriate market background be there, too. If all these things 
are so, then we even have the means to take out additional loans in a vell- 
thought-out manner. For example, it is common knowledge that we would like to 
build an aluminum smelter and, also, that we need to make large investments in 
order to mine and process other valuable raw materials, but we cannot make these 
in the next few years trom our own resources. 


Question) I ecent years we have been improving our balance situation primar- 

ily by reducing domestic consumption. Quite a few people--mainly the sanagers 
dustrial enterprises--feel that even as things are now there is not enough 

money for the necessary developments. The rate of accumulation has not been 


low for 25 veers. Are these criticisms justified? 


|Answer! In ay opinion these criticisms--or, rather, attention dravers--are in 
part stified So much so that--if my memory serves me right--the very first 
riticism was heard in the very speech introducing the 5-year plan to the na- 

‘ssembly. We also said it there that we are not particularly satisfied 

with the investment means that can be spent on the processing industry. Well, 

l thes hinges developed in this manner because after 1978 we were forced to 

isiy limit the domestic consumption. Many people forget nowadays--and the 

$ ar ry quiet about it--what kind of a situation developed in 1977-1978. 

in these 2 years, the investment rate and inventories ran extremely high, since 
ibowe-the-plan increase of investments and inventories were between 40 and 50 
billion forints. This is how such we tied up on 2 years over the plan! And I 
will note here that even the original plan expected that loans will be taken 
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out, that is, that there would be excess distribution. We could not leave this 
the way it was. The other reason is that the rapid price increase of raw mater- 
ials had to be covered by something. In order to do so, the national income had 
to be regrouped. But there is also a third reason, which is also often forgot- 
ten. And this is that we had to implement regroupings in the investment struc- 
ture tor the benefit of the energy sector, produce more domestic energy, and 
begin--with great financial cost--a comprehensive energy savings program. And, 
in addition to all these, in comparison with previous times we are earmarking 
much more investments for education and health care, mainly for the construction 
of elementary schools and hospitals. 


So, these three reasons are what in the final analysis created a situation where 
we were not fully able to satisfy the investment readiness and intentions of 

the processing industry. Naturally, this cannot be a long-range goal. WNever- 
theless, we have started up a number of development programs in the meanwhile. 
Let's just think about microelectronics, the pharmaceutical industry, the alumi- 
num industry, and so on. Last year we raised the limit of the loans which serve 
the production of convertible serchandise bases, and we will try to do so again 
this vear. Or, rather, let's say it this way: those processing industrial en- 
terprises will be given investment means which are among the leaders in the con- 
petition and in the contests for investment means. Let me also note here that 
the rare of investments at the enterprises exceeded the plan both in 1981 and 

in 1982, and the investment resources of the enterprises are greater than ve 

hat originally thought in the plan. 


[Question] What is the explanation and the reason for the special cycles that 
develop between the government and the enterprises: at one time the goverment 
takes a severe step, takes away subsidies, decreases the number of individual 

considerations and exceptions, then it is forced to make some concessions, and 
mot much later it must again repeat its previous steps--even more relentlessly? 


|Answer|) The method of establishing the regulators, and the social circum- 
stances are different today than they were in 1968. Today, the regulators and 
the plans are developed in a process of several steps, and not only the repre- 
sentatives of the state organs and ministries are seated in the National Plan- 
ning Committee either, like at the time, but the secretary of SZOT [National 
Council of Trade Unions], and the presidents of the Hungarian Chamber of Con - 
merce, the SZOVOSZ [National Federation of Cooperatives], the TOT [National 
Counci* of Producer Cooperatives], and the OKISZ [National Federation of Arti- 
san Cooperatives] or their representatives also are seated in it. The national 
economic management does not just simply make authoritative decisions and pass 
down instructions, but prepares its decisions in such a way that they at the 
same time ilso satisfy the process of coordinating interests. It can be said 
that today the determination of the basic regulators and the extent of these is 
tar from being simply a central legal act, such rather it is a socio-economic 
relationship which manifests itself in the planning process of the national 
economy and of the enterprises. Therefore, a decision can never be favorable 
nly to the state or only to the circle of enterprises, rather it is a syste 
steps acceptable to the entire economic operating public opinion. This is 
me of the reasons why oscillations may be seen from time to time. The other 
ne is that through the regulators we must react auch sore quickly than before 
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shitts in the domesti enters of gravity of the economic policy, but also 
the external eftects. This was not so earlier. think there is complete 
igreement on the need to strive for relative equilibrium here. The enterprises 
would prefer more of a standstill, and more sodest equilibrium, but the economic 
licy cannot support this. It would be good if those who demand a perfect 
equilibrium, that is, an absence of change over the long range, would think it 
er omce that, if we made no changes in the economic regulations for 5 years, 
what great changes we would have to sake 5 years later in seasurements and in 
other things. These would be so large that the enterprises would break under 


Yet, why are we not as close in the regulations to the ideal situation as ve 
would like to be? First of all because the foreign market effects during the 
year are much stronger than before. Because of this several of our industrial 
branches--for example, metallurgy--have gotten into situations that, if we did 
not change the regulations, there there, for example, in our metallurgical en- 
C llowed this to happen tc 
wv! hus, we had to compros what here for social reasons. 
There is no doubt that between 1979 and 1981 much more determined modifications 
had to be implemented in the regulators to conform to the plan than in the pre- 
t these changes and the coordination in connec- 
tion with them is quite lengthy process. It is similar to the trick in which 
someone is balancing on a rope vay up high with a long pole, using it to coun- 
terbalance the oscillations of his body. If we note it carefully, we can see 
that this pole is always soving, and we used to say that the trick is best when 
this movement--the regulating movement of the pole--does not show very large 
*Scillations. Of course, it will always oscillate some, because this is part 
he process of balancing and progress. 


- .**? > = . 
vious vears. Well, working ou 


(\Question}] Unquestionably, tightrope walking is one of the sost spectacular 
Answer] I was not talking about tightrope walking but abowt balancing “on the 


westion A tact is that, in recent years, there has been very lively and 
spectacular work going on by the goverment. The new price system, the compe- 
titive price system, has been created, trusts and maior enterprises were broken 
ip. and smaller units were created. The Ministry of Industry has been created 


rom three ministries, the National Wage and Labor Office was born, many in- 
justrial enterprises were given export rights, and the package plan encourag- 


ime the small enterprises was published. All this r-flects that the government 
simultaneously daily economic probleas, since naging the current matters 
lso requires great efforts; and, at the same time, it must also shape the 
-ranee strategies. Simultaneously with all this, creation of a more ra- 
1) economic mechanism, or simply put, the further development of the reform 
ss that began in the wid-1960s is also in progress. But the question 
rs: an all this be imagined at the same time? Does not this represent 


[Answer When the goverment worked out the econogic policy of the Sixth Five- 
r Plan, it obl ited itself not only to the plan's goals but 2iso to such 











action and behavior which is indispensible if we are to implement these plan 
goals. There are three such issues. One: We have obligated ourselves to re- 
act much more sensitively to the changes in world economy, and I emphasize: 

mot only in our economic relations with developing and developed countries, but 
tlso im the CEMA relationships. The other one is that in the interest of the 
economic policy goals we will be constantly improving and refining planning, 
the mechanism, and economy's institution system. The third ome: We have ob- 
ligated ourselves to organize economic and social programs to go along with the 
plans. An energy saving program, central technological dewelopment programs, 
programs to improve education and health care, and housing construction. We 
have selected these social programs from the general system of interrelation- 
ships in order to mobilize the entire country through them, to move every 
Stratum and every economic operating unit. This is the reason for this great 
activity! And we cannot do without it in this stage! 


There is no doubt that at times this sultidirectional activity, this aultidirec- 
tiomal obligation contradicts ome another: we feel at times quite strongly that 
more time is needed to prepare society in some of the estions, tut the circun- 
Sstanmces are mercilessly pressing us. In the interest of progress, ve have to 
nccept that certain contradictions in the seasures will also surface, “stray 
currents” develop which aust be neutralized, contradictory phenomena which in 
the final analysis cannot be built into the socialist economic operating systes, 
but which will naturally appear during the course of searching for the new. Of 
course, our intent is far from reinforcing these, but rather to aid creativity, 
the creative forces through them, at the same time vorking on cutting down 

these wild shoots. In some ways we are with this the same way as the one-time 
peasant who is waiting, and waiting for the early summer rain because it is very 
good for the grain fields, ewen though he knows that he will have to spray his 
household plot vineyard two gore times. 


We must expect strong activity by the guvernment again this year. We are work- 
ing out a government program for modernizing the manufacturing technologies 
while affecting the broadest material saviiags. We are preparing to sodernize 
the wage regulatory and interest system--the enterprises and cooperatives have 
been urging us very much to do this soon. We are working out and improving the 
institutions of internal directing of the enterprises. We are taking on new 
tasks in housing management, and we are creating new measures in population 
policy. In a word, we have enough to prepare for, and there is plenty to do. 
Such is life, and the important thing is to succeed in the final analysis to 
renew the overall effects of our economic policy, of the Hungarian economy; to 
be able to keep up with the world and with progress. 











GRAIN TRUST CHIEF DISCUSSES CRAIN PROCRAM 
Budapest NEPSZAVA in Hungarian 15 Jun 82 p 5 


[Interview with Lajos Lenart, managing director of the Crain Trust by Vera 
Lendvai, no date or place given] 


Text] In few cases can we pinpoint so accurately the usefulness of exchanges 
of information and study tours as in wheat production. In 1954, a professional 
delegation visited the Soviet Union; and, on the basis of its experiences there, 
it called the attention of the agrarian authorities to the Bezostaya, a Kras- 
nodar improved, high-yield wheat type. Two years after this, there was a severe 
drought in Hungary. The extension of the new wheat type proceeded rapidly. The 
domestic plant breeders, particularly at Martonvasar and then at Szeged, vere 
stimulated to provide new types. Within a decade and a half, the yield of wheat 
production in Hungary doubled. In fact, by the 1970s, agriculture exceeded a 
vield of 4 toms per hectare. In recent years, there have been a goodly number 
of farms that have achieved even an average of 6 to 7 toms per hectare. The 
goal, according to the experts, is a yield of 10 tons per hectare, but to do 
this we must eliminate the great differences within the country. 


In good production years, Hungary's total grain production exceeds 13 sillion 
toms. The Sixth Five-Year Plan sets a greater task as our goal. Since sgore 
than 50 percent of the grain production goes into the grain industry for fur- 
ther processing, we spoke of these tasks with Dr Lajos Lenart, managing direc- 
tor of the Crain Trust. 


[Question] What does it signify that in recent years our vheat production 
vields occupy third or fourth place in international top rankings and corn 


— - - . . . oF = * 
vields second or third place 


([Answer| Above all, it gives recognition to the fact that, no matter how ex- 
treme are the natural and weather conditions in our country, the gost important 
ubb .ach of crop production is grain. It bears witness to the strength of the 


ree socialist farms, for these produce most of the bread grains and corn in 

ir country; and they devote 60 to 62 percent of their arable land to these 
crops. During the past two 5-year plans, we also achieved great results in 
per capita grain production. In the Second Five-Year Plan period, per capita 
produced grain amounted to only about 8 quintals while, in the Fifth Five-Year 
Plan, it came to 12 quintals. These indexes are regarded and recognized 


42 








internationally too as important. Agriculture, therefore, has the technical, 
chemical, and biological conditions for grain production. Well-trained special- 
ists play a particularly important role in Hungary. 


It Has Become an Industry 


[Question] Production, processing, and profitable marketing are of identical 
importance. What is the state of preparedness in the Hungarian grain industry 
like? 


[Answer] I think I would narrow it down too auch if I were to say that our pro- 
duction is continuously processed by 142 sills and plants. This is, to be sure, 
mot of sinor importance to the work, but it is only a small part of the entire 
activity in the grain industry. There are about 1,000 places in the country 
where some kind of g:.in industry site, plant or storage place is operating. 
Feed grains are sold in 5,700 AFESZ [General Comsumer and Marketing Coopera- 
tives) stores and in our own fodder shops. 


[Question] Ome can also hear about the grain program that, together with the 
development or production, the subbranch has become truly an industry. Is 
this true”? 


[Answer! The 1970s brought great changes in our area also. The biological 
revolution and the great technical preparedness which has come about in produc- 
tion had a compelling effect, essentially in the good sense of the word, on our 
industry. It is the goal of owr specialists and all our workers to keep pace 
with developments. Grain is processed in modern industrial form. Our goal is 
to return the products into agriculture in valuable form in order that they say 
be effectively marketed. But we also have tasks beyond this. 


[Question] What do you gean by this? 


[Anmswer) After processing the grain we supply the bakeries, the confection- 
eries, the shops, and the whole population with flour and other grain industry 
products. In recent years, we have also come out with new finely ground prod- 
ucts for modern nourishment purposes. In addition to protecting state reserves 
of wheat and corn, it is also our task to produce fodders. About 40 percent of 
the country’s fodder needs come from the processing plants of the industry. 
Through the above-mentioned 5,700 stores, we satisfy the needs of the household 
farms for various kinds of fodders and presmixes. 


[Question] Accordingly, the grain program intersects with the seat program” 


[Amswer] Exactly. Only after we attend to these two tasks can the matter of 
export arise. The interests of the country require profitable export. But we 
do business with foreign partners only after the above-mentioned needs are 
assured of fulfillment. Our role in producing bread and meat, therefore, is of 
equal importance. 


[Question] Supply thus takes precedence over everything? 


[Answer] Yes, uniformly. 
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[Question] I understand that various production systems have their own fodder 
erocessing plants. Doesn't this represent troublesome competition? 


lAnswer] Not at all. Rather, it has a mutually stimulating effect on us to 
ome up with always new solutions and the production of more effective sixed 
todéders. We have 107 fodder stores from where the enterprises supply the cus- 
tomers according to the needs of a given megye, a farm, or a production systes. 
we see to it with many-sided agreements and deliveries that there are no gaps 


in feeder grain supply either at large or household farms. Livestock requires 
this evervwhere. 


(Qvestion}) Why is it necessary to deliver fodder from one megve into another? 


Answer!) There are megyes in which, like elsewhere, animal density is high but 
the natural environment and relief features do not sake intensive fodder produc- 
tiem possible. Merves active in fodder production must assure an even feed 
grain supply for meat production in these places as well. 


world Congress 


(Question! The Seventh World Crain Congress will be held in Prague in the near 
future. As I understand, the Hungarians are also preparing for this seeting. 


|Answer! The Congress is dealing with grains from the viewpoint of the world 
food supply, for grains are regarded everywhere as strategic crops. Beginning 
with cultivation and the biological bases, the Congress will deal with process- 
ing all the way to baking industry procedures. Since Hungary is one of those 
countries which produces grain on an area sore than 1 sillicn hectares and 
vachiewes the very highest yields, it is understandable that the experts should 
Se interested in our results and methods. 


[Question] In what do you see the road to development and further progress? 


‘Answer! I assume that biological factors will be at the center of interest at 
ress. The world grain producers see great reserves in types, in the 
roduction of new hybrids. We too gust research this. The profession expects 
not omlw mere from the mew types but also that they will have greater value. 
S11 this, however, presents a lesson also to the processing industry for the 
ntinwous modernization of technology and for increased profitability. 


Je are preparing to show how we process grain and with what kind of effective- 
is marketed. In the framework of the Congress, there will be an exhibit 


w hve the participants may come to know the harmony in Hungarian grain produc- 
m. processing and marketing. The seeting is very important to us also. Many 
ks f us. Research in “how do we sowe forward” is the driving motor of 

grain production and processing as a vhole. 
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POLL ON PROBLEMS IN ENTERPRISES PUBLISHED 
Warsaw ZARZADZANIE in Polish No 6, Jun 81 pp 8-11 
|Article by Krzysztof Chmielewski: “From the Vantage Point of the Director”) 


[Text} Presented here are the results of polls taken by 
the Institute of the Organization of Management and Develop- 
ment of Cadres, taken during the period from 4 September to 
+ November 1980 at seminars which included 205 directors of 
economic organizations. The main task of the seminars vas 
to learn the views of the directors regarding present pro- 
blems of enterprises and directions and methods of solving 
them.* Some of the views have only historical value at 
this point. However, a great many of them concern signif- 
icant problems which are still under discussion and which 
have mot been solwed. Therefore, their publication is 
justified, especially since the author of the paper pre- 
sents the views of the directors-participants of the 
seminars, expressed at the time, as faithfully as possible. 


Main Directions of Action 
Supplving the Market 


1. Marketable agricultural product yield may be increased through activation 


> . 
privaté isgTicuitwure. 


2. Improvement in supplying the market will bring development of crafts, saall 
ale industry, and reactivated government field industry. 


*A synthesis ot the directors’ views on the most significant problems of 
enterprises and economy can be found in ZARZADZANIE No 2, 1981. This article 
und the present articie constitute an integral whole. 


Groups scting the polls included: Docent Dr Hab H. Sadownik; Docent Dr Hab 
&. Wawrryniak; W. Jedrzejczak, Dr Eng; Dr A Grabowski; W@W. Bilinski, M.S.; 
K Chmieclewski, Dr Eng: Dr E Karpowicz; Dr J Szaban; Dr M Dabrowski: M Sienska, 


a.S.;: T VFwusZecaei. “. Ss. 








3. Development of big industry market production (production in key plants) 
may be intensified through reorganization and streamlining of interplant 
co-production. 


Improvement of National Economy 


l. The main condition for improvement of the economic system is balancing 
tasks and geans at ail levels and in all areas. 


2. Balancing of operations in the entire economy has to be based on a unifors 
financial standard. A zloty has to have the same value in investing, import, 
export. etc. 


3. Planning should be dome at the rank and file level and it should be based 
on adequately researched needs, honest accounting, and realistic co-production 
agreements. 


5. Enterprises must, in fact, become basic economic units. 


--gross standards should be abolished and enterprises should be evaluated 
according to net standards; 


--planning “to make statistics look good” should end; 


--a system of carrying out agreements on branch and plant co-production has to 
be created; 


--enterprises should have rights not only in the area of sales but also in 
marketing of manufactured goods; 


--enterprises should be guaranteed free access to bank loans for necessary 
deve lopment--allotments should be done away with, credits should be awarded, 
and development funds should be created based on the percentage of the gains; 


--the role of associations should be examined--they should be either abolished 
or transtormed into economic units; 


--autonomy of enterprises should be guaranteed legally by new statutes. 


5. Changes in the wage system in the economy sust lead to closer ties between 
the funds for wages and operational effectiveness of enterprises. 


Respect ‘or authority at all lewels of management will increase when: 


--resolutions adopted at plenma of the Central Committee of the Polish United 
Workers’ Party (PZPR) are carried out actively and consistent ly; 


--introduction of the reform takes place immediately (here a suggestion to do 
it also through decrees, since decisions should not be postponed); 


-~~gom@e umrealistic laws, such as those concerning quality, enviromental 
protection, safety, and work hygiene are abrogated. 
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Procedure for preparing the plan for the year 1981 has to be changed due to 
present social and economic conditions in the country. 


1. Ecomomic plan tor 1981 should be a forecast of probable outcomes, not a 
jirective. 


2. Quarterly plans must be flexible and operationally adjusted depending on 
changes in conditions and capability. 


3. Yearly plans and quarterly plans should be prepared at the rank and file 
level, basec om the amount of orders from customers. The sum of enterprises’ 
plans will represent the proposed plan of the given branch, and the sum of 
the proposed plans of all branches--the proposed plan of the ministry, to be 
submitted to the Planning Commission. The enterprises’ plans should include 
information concerning: 


--productivity, 
--hiring capacity, 
--sale of the product segmented into sales within the country and export, 
--index of prime cost of production, 
--demand for raw materials and other gateriais, 
--operations in the socioeconomic sphere of the workforce. 
4. Determining tasks in the plan through agreements on necessary corrections 
of proposals is the domain of supervisory units and flows in the opposite 
direction. 

Final verfication of the planning decisions should be conducted by self- 
governing organs of enterprises through substantial examination of the premises, 


corrections, and final planning decisions. 


issues concerning wages--principles for creation of a new system of wages in 
the economy; 


|. Adoption of a parametrical method of calculating funds for wages, e.g., as 
1 percentage of net gains. 


Collective agreements in an enterprise should be concluded between the 
director and the workforce om the basis of general standard for the given 
" 


rar 


}. The level of wages in enterprises of the same branch may vary according ‘to 
scales based on results achieved by outstanding enterprises. 


. Rate scales should be grea.ly simplified. They should depend on the basic 
rate for “leading” professions and the percentage of the wages of the “leading” 
profession should comstitute the wages for the “dependent” professions (e.g., 
spinner and spinner’s helper). 








5. Im special cases, wage allowances should be alloted to those enterprise 
situations which differ trom conditions considered as normal in a given branch. 
Thus, such wage allowances should be permitted as refunds for hardships, haz- 
ardousness, allowances for overtime, etc. The range of wage allowances should 
be expanded to include allowances for seniority for employees with 20 to 25 
years of service. 


6. Refunds for soap, towels, clothing, business trips, business meals, etc., 
should be eliminated. 


7. The objective of all the above suggestions should be the increase in basic 
wages with significant limits on the excessively developed system of awards 
and wage allotments. 


Effectiveness and complexity of investments: 


1. The objective of the fulfillment of precisely formulated needs should 
become the basis for the decisionmaking process in the area of investments. 


2. Decisions concerning investments should be to a greater degree dependent 
on the principle of environmental protection. 


3. Homest balancing of materials and employment of proposed investments is 
needed. 


4. Decisionmakers at all levels have to be aware of “false” savings caused 
by cutting on investments. 


Self-government of employees in enterprises: 

|. Participation of the plant council in co-management of enterprises will 
awaken initiative and active participation of the workforce not only in the 
sphere of benefits which they would acquire but also in the sphere of production. 


2. The self-government of employees will result in the integration of all 
secial torce of the enterprise. 


The economic system which utilizes all human resources has to insure: 


l. Relieving enterprises of tasks which do not pertain to their statutory 
activities. 


2. Further limitation of the numbrc te-collar employees, not only in 
the indu try. 


3}. Liquidation of at ieast significant limitation of vage sigration. 


4. Abolition of limits on earnings for annuitants and pensioners. 


5. Creation of conditions for wider utilization of part-time work of high 
school and college youth in the economy. 





®. Abolition of limits on overtime and adoption of the principle of effective 
“use” of human energy and voluntary access of employees instead. 


). Greater independence of directors in the area of managing the funds for 
wages of the enterprises. 


Short-range Program of Action 


A. The condition of reyaining contidence of the people in the authorities is 
immediate action to normalize the social situation in the areas where conflicts 
are manifested, i.e., in the plants. All actions of the authorities have to 


have the objective of, first of all, calming the atmosphere and then creating 
motivation for work without disturbances. 


It is necessary to achieve full and unequivocal settlement of the position of 
trade unions. New unions should have specified areas of autonomous and self- 
governing tunctioning in the tramework defined by the changed stutute on 
trade unions. 


Normalization of the situation of trade unions entails a necessity of immediate 
undertaking of work on the essence and form of employee self-government . 
Determination of the issues concerning self-government of the workforce is 
necessary in order to put the structure of the organs of power in the enter- 
prise in order. Without it changes in ganagement, planning, and production 
are igpossible. 


At the same time, work om the statute of the enterprise and status of the 
director should be quickened. The leading idea of the enterprise statute, 
which unites it with the statues on trade unions and employee self-government, 
should be a far-reaching autonomy and self-government of the enterprise, its 
organs and workforce, with special emphasis placed on the role of workers. 


it is necessary to activate party organizations at all levels. To accomplish 
this, immediate initiation of the reporting-voting campaign is needed, starting 
with the Primary Party Organization (POP), according to changed electoral law. 


Cases of excessive income of some citizens, which irritate public opinion, call 
for vigorows investigation, when acquired illegally. Im cases of so-called 
“chimmeys (kominy! it is necessary to «apply an appropriate fiscal systea. 


Changes in the staff of the power apparatus should reflect a tendency to 
develop an appropriate seral and professional image for the ruling cadres of 
the state, administration, and economy. New managers should show gore good 
sense, courage, and competence in masking difficult decisions. 


8. Al! plans should be verified and gade realistic according to real, honest 
belance of all the factors, and especially: 


-~-guterials, raw meterials, spare parts; 


--energy and tue! > 


s 





--t rarsportat ion; 
--employment (of the resources of human energy) . 


Making an inventory of geans and resources of production should become a basis 
tor planning. It is also mecessary to verify the social demand for particular 


lines of products. 


Enterprises should determine their own quantities and lines of production based 
on realistically perceived demand and coordinated with the workforce. Such 
plans should be based on: 


--utilization of their own supplies; 
--reliable sources of supply. 


The planning horizon has to de the result of such factors. Therefore, it is 
necessary to adopt the procedure for creating the plan “step by step”, e.g... 
trom ome quarter to the next. 


It is necessary to carry owt many-sided analysis of proposed and accomplished 
investments; investment decisions have to be a result of cost-effectiveness and 
consideration of the views of the investor concerning the appropriateness of 
verified investments and the possibilities of quick completion of comstructions 
of particular importance to the economy. 


The lack of spare parts can be counteracted through development of a nationwide 
supply system of parts produced in the country and of imported parts. Further- 
more, authentic economic stimulae should be created for manufacturers of parts 
tor key and local industry. 


The Planning Commission of the Council of Ministers should make specific deci- 
sions concerning limiting of production of raw materials and energy-intensive 
production which does not fulfill priority nerds in 1981. 


Management practice should exclude pressure on persons, institutions, and 
echelons to undertake tasks in excess of the plan. . 


Cc. It is mecessary to immediately undertake liquidatior of obvious absurdities 
in the functioning of enterprises. It is possible to intensify market produc- 
tion now because of the abolition of limitations on restraining of manufact- 
urers. Those limitations were: 


-~allotti g funds for vages; 

--tized prices of products; 

--system of supplying aateriais. 

Enterprises should be able to increase wages in cases of employee reduction and 
the undertaking of additional tasks by the remaining employees. This requires 


sbrogation of limits on employment and of the rights of local authorities in 
this area in relation to enterprises. 
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[ management t materials, supplies, anc sale it is postulated 
rts should be intensified to recoup and utilize valuable waste and 
ry raw materials and to manage excessive reserves of materials, raw 
lis, and spare parts as well as unsaleable market products. Introduction 
titutes tor raw materials, semi-manufactured articles and sub-assembiies 
iderec as eftective only under the condition that protitability and high 
roducts are maintained. Signiticance of appropriate standard stocks 
rials i “ enterprise was underscored. This is related to the neces- 
rebuild operation ties, effective completion of agreements in this 
c steguarding them with severe sanctions. The principle of free 
g ol -operati partners was tavored. If alternate sources of suppl) 
lable, they should be utilized regardi>oss of the sector of the economy 
they are, but should be utilized according to the principle of cost- 
veness. This also applies to the import of supplies which guarantee 
ve export : products. 
ses should acquire rights to gmake investments in modernization and 
» whi< snouic be treatec aS priority projects. 
Stated that the shortages in supplying enterprises with electrical 
may be less acute aud may not bring such great economic damage if the 
: iple hut-offs is changed. Under present conditions selective 
t electric power supply ought to take place inly in the plants 
roduction. This would result in reduction of the effects of 
: listurDances causec y shut-offis in the initial pnases ot 
toraulat i the program of action results in the necessity to change 
t wa evaluating performance of tasks by the enterprise. The 
re is the immediate but nevertheless basic reduction of the number o! 
t d standards, and as a result, 4 reduction in reporting on the 
enterprises AccK rding to the cirectors, the cegree to which 
r g lines of prod.<ts are completed, should become the basis 
rt-range plan of action should simultaneously create conditions for 
t rati r introduction of long-range pianning of a unified 
~ i « mic reforms. Thus, it is necessary to immediately 
se Wor ew economic gwodel. Groups carrying out the work should 
their pr sals solutions to a wide circle of sanagers who siould 
igniticar representation in ali groups of the reforms commission. 
sa™ ¢ ; ips reparing the conomic ré T= project Rave to cetermine 
ure : ia onditions. terminat ix tf premises of social 
t refora tails unequivocal anc honest answers to such questions 
, e done so that people have enough food", and “what 
e to assure a place to live for all those that need it.” 
ge rogram of Acti 
S$ adsoiut wecessary ¢ limit the piluralit of centers Of autnority 
essiv umber directions given enterprises by various institutions 
ind | il echelons. For example, directors think that the PZPR 





Central Committee should set guidelines tor socioeconomic development, make 
decisions on the basis of the real state of the economy and by taking into 
account objective economic laws. The Party should not interfere in the fulfill- 
ment of social objectives thus defined, but it should control their fulfillment 
in a business-like manner. 


Local administrative organs should again be charged with full responsibility 

tor the state of social structures. They should undertake fulfillment of all 
the tasks which were up to now in the domain of enterprises. This will, of 
course, require a change in operating conditions and putting in order activities 
in such spheres of social needs as city transportation, nursery schools and 
Kingergartens, apartments, commerce, etc. 


The development of national specialties (e.g., coal mining, agriculture, sugar 
industry, tood processing, and gardening and fruit growing) should be defined 
clearly and according to the will of people, and it should be safeguarded. 


Real progress in agriculture will make it possible, first of all, to give 
preterential treatment to individual farming, among other things, through 

just division of the means of agricultural production (fertilizers, machinery, 
pest i ides. todder). 


The introduction of rational “profiles” of production lines in industry is 

: condition of the improvement in the area of co-operation and better organiza- 
tion of production. Undertaking and successful completion of these tasks may 
in ettect justify the existence of some associations as economic units. But 
even then enterprises should be assured considerable autonomy within the frame- 
work of the association. When such associations exist--as purposefully 

irranged clusters of enterprises--it will be possible to limit the number of 
so-called “branch ministries”, since their rights would be overtaken by the 
associations “with a profile.” 


5. Changes in the direction and methods of social development require a trans- 
formation of the economic system. In order for the proposed reforms to be 
ettective, they should cover the whcle system of social management. It is 
ecessary to create an economic system with “self-sterring capability.” The 
system will acquire the ability to adapt only when it is managed according to 
ive economic laws and when such economic categories as value, price, 
profit, etc., are respected. 
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lanaging the economic system sust be based, among other things, on the following 


-the pr: ce of the product is a function of the average manufacturing costs, 


--proftit becomes the basic standard of the evaluation of the effectiveness of 
management and calculation of the manufacturing costs is based on average world 


prices, 


--tunds tor wages are determined in proportion to the size of tasks, as opposed 
to being a factor limiting employment ; 
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: (he adiiity to process them. The planning procedures 


‘wely, premises and torms of foreign trade should undergo changes. 
: ““ the rignt to make decisions concerning export and import, 
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g mediati enterprises amc centers for foreign trade. This postulate 
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Cc. The matter of the division of tasks and the responsibility tor preparation 
ind introduction of changes in the economic system needs to be settled. This 
iS, among other things, a question of changes in the cadre policy and the 
management of human resources. It was stated that the necessity of changes 
comeerns persons occupying the highest posts as well as rank and file employees. 


The directors agreed that there is a need to separate the Party functioning 
trom administrative tunctions at all levels of the state and the economy. 

At the same time, they spoke for the adoption and consistent observance of the 
principle, according to which taking higher and higher managerial posts sust 
be justified by positive evaluation of the job performance at lower posts in 
the given area of state or economic activity. 


Proposals for solutions to problems in the sphere of management of human 
resources included: 


--creation of a rank and tile level mechanisa of streaglining employment ; 
--making the system of wages by professions unifors; 


--creation of planned reserve of ganpower with a minimal level of sociai 
security insured; 


--creation of a formal-legal foundation f.c firing unfit employees (undisci- 
plined, inefficient, etc.). 


it was repeatedly emphasized that a particularly important role in proper 
management of human resources may be played by a changed wage system. Such 

1 System ought to be just. The direct expression of this rule would be a rela- 
tion of maximal and minimal wages. The system should also be clear, i.e., 

it should contain a finite number of components. 


D. Persons and organizations in key business positions interacting under 
conditions changed as a result of economic reform must have precisely defined 
powers in the enterprise. The division of power should be arranged in the 


. 
tollowing Sanner: 


--director and managemer.t--methods of completion of tasks, the enterprise's 
nccomplishments, policy comcerning cadre and wages, development of the enter- 


prise, 


--employee self-government--adopte< of realistic tasks, cooperation in 
pletion of the tasks, and control of their completion; 


--trade unions--control of work conditions, of socioeconomic services, and 
sateguarding of the right to work; 


--the Party organization--political and social atmosphere in the 
it was also repeatedly stated that it is necessary to gain social acceptance 


such a division of rights asd duties among the organs of authority at all 
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POLAND 


PAST, FUTURE DEVELOPMENT OF FOOD INDUSTRY OUTLINED 
Sarsaw INWESTYCJE | BUDOWNICTWO in Polish No 1, Jan 82 pp 93-13 


‘Article bw Tadeusz Kluk: “The Food Industry and the Directions of Its De- 


ext) With the economic growth of Poland in the post-war period there vas 
an ever stronger: demand for consumer goods, mainly tood articles. Meeting 
his demand was made difficult by a lack of accommodation of the production 
potential of the tood industry to the growing needs of the population. The 
erowth of the food industry was auch less than the increase in food require- 
ments and less than the rate of growth of the seans of production. 
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Many vears of neglect of purchasing techniques as well as the improper dis- 
ibution of plants caused a prolongation of time and of the path between 
the farmer's raw materials and the processing site. About 50 percent of 
animals purchased from the eastern regions vere brought to large meat plants 
located in southwestern voivodships. A similar situation existed in the 
transporting of about 2.5 million tons of sugar beets. The food industry 
began to act as a brake on the development of agriculture. 


with regard to the growt! f the food industry, 1971-1980 was a good pericd, 
rithough there was a negative side. The increase in investment outiays iz 
this period brought a growth of sew production and service capacity on a 
scale ereater t the total of all the vears since 1945. 
sior : growth, especially of meat production or in the grain-sil: 
justry may. with the resent severe shortages of basic food products, smaze 
r th since so such has been built in this industry, 
- ie mort the population with sigpile kasha (Dduckwhesat grosts). 
. > emmet 
wef : would reeguire discussion of the situation iz 
rliv every brag tf the 1 todustry since. for example. in the meat in- 
f re mot t being fully wtilized because of the ir- 


: . 
_ 4 . 
Ll’ lavehter enimais in recent times. However. im the erain- 
>] full steam the entire vear. in three 
work dav and »wolidays,. and despite this. the industry gust gake 














use of the costly help of sills outside the grain-mill industry and even ask 
the help of neighboring states. 





The poor weather of the past several years, catastrophic in 1980, caused dif- 
ticulties in the supply of raw materials, which limited production of food 
products by ome-third, and in certain food categories, by 3O percent. On the 
other hand, the abnormal tinancial situation in the marketplace tipped the 
scales in the direction of a severe inflationary gap, which disposed the 
populace toward sassive purchases of anything that was for sale. 


in order to restore market equilibrium, the food industry will have to pro- 
duce, tor a certain time, at least twice as much as in 19786, and it is act 
known whether with such an increased demand and a regulated merket it will be 
possible to satisfy society's appetite. This indicates the seed for compre- 
hensive reform of prices in the shortest possible time. This will probably 

e the problem of supply but it wili at least do away with the para- 
lationship between raw gaterials and finished products. At the same 
time, there gust be 2 decisive iacrease is prodectice. 


Compounding the situation is the lack cf raw agsterials from abroad, which 
limits or completely shuts down productice of several prodects of the coefec- 
tion, tobacco, food comcestrates anc alcoholic bewerages tadustries. 

Thus. we are dealing with a highly complex situstioe aad therefore the car- 
Tent shortage of food products is the agsrtetplace camgmot aad should aot be 2 
tactor im ewaleationg the inswestmest seeds of the food iadestry. The srodac- 
tion capacity in this industry comtiawes to be iasdequate and requires further 
intensive dewelopeent. it will suffice for crop vields this wear te react 
even an average lewel for processing capacity .c be Gemoestrated is the fore 
excessive losses Gee to proloaged storage of raw aaterials. prolcagstice 


[th Processing CanEBSizgc“®. etc. 
lnwestments of the Years =“*" -1960 


ch rears 1971-1960, the Micistry of the Food Ladestry was gives for devel- 
: 





ment 2 large quota of investment and foreige exchenge tends. whict® is ilies 
trated im Table 1. Ie the veers 1971-1975 aloee. it cbesiaed ance investaect 
resources than isa tix etire period from 165 

Loves Cment wtla the “icistrs ’ the Food iaédewsetrry ic th 

tears > i- Ss Treat srices 

Rn) - zi 4 > s 
of whic 

é . Ren * Total 1971-1980 971-1973 2 at 


The iowesteenet ceotas is the vrears 1971-197 ‘amped from reer toe weer. irom 
: e slotvs ia 197i to $ billiee zsletys ia is sad 16.9 Sillice 
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4 Ta ~s. i ingustry. i Ppercest oe the sweets iagust fy. betcest ca 
: Telt ame vegetadie sand et ioduestries. sec abowet 26 serceat of owt lays 


s result [ imswestmests is the ectire decade 1971-1960, a growth is pro- 
Ger t “ae aetteioed as is shown ica Table 2 


item ‘mit of Measere 1971-1980 
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valee of timed assets amounted to 67.3 billion zlotys while in 1960. it reach- 
e¢ «a walee of alaost 150 billice zlotys. 


~* 


im the type of timed assets, there was a greater increase in the value of aa- 
himes and machinery than in the walue of buildings. Ia 1960. the share of 
machines end gechinery in the fimed assets amounted to 31.2 percent while is 
1980, +. percent. The increase in the share of machines and machinery rela- 
tiwe to the totel walwe of fixed assets testifies to the gnove toward an iz- 


prowed techaical equipping of places of work. 
or Develop@ent in the Tears 1962-1965 


mt bir the program for dewelopment of such an important sector of the aa- 
tions omemy as the tood industry is sot am easy matter under the present 
editions. Se are goving in a2 jfumgle of enkmowms. What is lacking is a 
ear torecast of agriceltural vields, and of the development in the dreeding 
t sleeghter animals and poultry. Sot known are the possibilities of import- 
ime seweral impertant rew gaterials such as oil seeds, cocos beans, hard 
wheat. citric acid, and some varieties of tobacco, packing materials, etc. 
aéer comditions of great umcertainty aad a lack of directional priaciples, 
it gust be aseamed that all factors which condition the production of food 
items ate operating om at least am average level. This prowides a base for 
' mere optimistic look at the future. 


The main ecomemic goal of the 1981-1985 plan gust be the greatest possible 
growth im production of comsumer goods. This goal should be an investment 
plan which will make possible attainment of this increase in production. 


fecing ep to these assumptions, the Council of Ministers passed in May, 1961, 
s resoletion on the hastened development of the grain-2ill industry and the 
li-exztractinag industry. 


m the grain-@ill industry in the vears 1982-1986, there is to be an increase 


Sroguection of: 


-wheat ! c by 865.000 tons 
-~barlevy groats (kasha) by 15.000 tons 
--oat flakes by 12.000 tons 


this end, there is to be construction of two large grain processing plants 
in Twehe and Krakow, a will in Plonsk; the Grain Processing Plants in Warsaw 
ire to be expanded, 30 aggregate sills with wheat milling capacity of 60 tons 

jay a e to be built, existing commercial and selected larger fare silis are 
to be modernized and expanded. 


The resolutien <entains detailed decisions concerning the Ministry of Con- 
struction and the Ministry of Machine Industry with regard to the scheduled 
mpletion of work and the delivery of machinery, and concerning the Ministry 
t Foreign Trade with regard to purchase of necessary sachinery. 


60 











ae 


roblem with the placement of new sills and with the selection 
2 


ills for expansion is such a2 netho * locating them centrally 
able them to supply the populace of the surrounding “rea in a 


ot greater than ™)-35 kilometers. The goal in the policy of sill 
ment should be the minimizing of transport of grains and finished prod- 
here still are whole regions in which no wheat sills exist. First 
these regions are Nowy Sacz and Krosno voivodships. Regardless of 
estments mentioned in the resolution, the silling industry should be 
Jine its base of purchase in the form of sites for receiving and drying 
. with storage capacity. 
“extracting incustry is a second privileged industry whose investment 
m r 1961-1955 was approved by the Council of Ministers in Resolution 
ll Mav 1951, calling for: 
increase in production of margarine to 355,000 tons in 1985 of which 
toms will be vegetable butter; 
imcrease in production of oil to 25,000 toms in retail packages and tc 
toms ir irger packages; 
xpansi il seed processing capacity by 300,000 tons 4 vear. 
mount of production is to be reached by expanding and sodernizing exist- 
, 
ti industr urrently has the capacity te process about 155,000 
sugar beet day. ich with the vield of sugar from beets in the 
10.7 per t allows production of about 1,650,000 tons of sugar 
irrentiv, production of sugar is too expensive. Growing beets 
~ sugar mtent and too extended a sugar processing time cause 
wear and high costs of processing. The industry is overly 
“a r gillis not be modernized and expanded because of 
loca a residential districts The mills are very old. The 
" r the Biiis 3 over Ys years. Poland. which is famous for hav- 
ij int export of large and aodern sugar mills, itself has 
mber of small sugar aills in Europe. In 35 years, only three 
silt in Poland. A ftourth sugar sill is in its 
c tru mn. The planned completion date for this sugar sill 
BS w most likelw will break the record for length o. construction in 
r production of about 1,850,000 tons in 1955, it will be neces- 
t iid t fowr new sugar mills, each with processing capacity of 
t t i dev, a8 well as to modernize at least 25 sugar sills by 
m with new heat and power generating plants and equipment for 
wastes. Morcover, sugar silis should be equipped with silos for 
spar, and with machinery for packaging sugar for retail. 
f mn industry should build two plants for production of citric acid 


ereduction capacity of 8,000 tons a vear in order to end our 











dependence on the constant, expensive import of citric acid from tie dollar 
zone and to end up with a certain small export. 


The potato industry is another industry with an inadequate and outdated 
material-technical base. With total harvests of potatoes in Poland in the 
area of 42-52 million tons annually, the industry processes only 1.2-1.5 
million toms annually. It does not have warehouses for storing edible 
potatoes or processing plants for the sought after frozen potato products. 


The production of dried potatoes should increase by 50,000 toms a year to 
1985. The potato industry should increase production of potato syrup dy 
another 70-80,000 toms a year to 1985 which would supply factories of the 
confection industry with a raw material to replace sugar in the production 
ot sweets. 


To attain this goal, it will be necessary to build a new potato processing 
plant with a capacity of 2,000,000 tons a day along with a syrup plant and 

a division for the production of dried potatoes in eastern Poland, where 
there is @ rich base of raw material (Biala Podlaska and Siedlce voivodships), 
without having to transport large amounts of potatoes to potato processing 
plants located in western Poland 300-450 kilometers away. 


The fruit and vegetable industry has been deprived of the possibility of a 
greater investment for the last 10 years. In this industry it is necessary 
to increase the important production of fruit and vegetable products for 
hildren, meat and vegetable canned foods, canned peas, tomato concentrates, 
nen-carbonated and carbonated fruit drinks and frozen fruits and vegetabies. 
Attaining these results is possible by building 2 mew full production plants, 
i storage warehouses, and freezers in existing plants, and by soderniz- 
ing and expanding about 30 existing plants. 


in the cold storage industry there is a need co build several new facilities 
und to increase production of frozen fruits and vegetables by another 45,000 
tons, as well as production of frozen food items and prepared meals by another 
15.000 tons 4 vear. 


The first of the remaining branches of the food industry is the tin can indus- 
try, whose too small production is becoming a brake on the development of the 
production of canned food items. 


Im the meat, beer and spirits industries, sodernization investments will play 
1 major role. In these industries, there will be a need to build a new plant 
for pro ecing baking veast (10,000 tons a year) and a malt plant. 


An alarming concern in the food industry is an increase in the production of 
michines and equipment. The domestic industry does not cover half the need 
for machines. A large number of machines sust be imported. The Union of the 
Production and Assembly of Food Machines considerably decreased the selection 
of mechines produced, concentrating mainly on export expansion. We do not 
have domestic producers for simple and limited items despite the fact that 
they are as important as sore complicated and expensive equipment. 
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? LARCE CRUDE OIL DEPOSITS ASSESSED 
~ PRZECLAD CBOLOCICZNY in Polish No 1, Jan 82 pp i-5 


le by Jerzy Znosko: “Will We Discower Large Quantities of Crude Oil in 


Text A great deal has already been written about the prospects of finding 


sits of crude oil and gas in Poland, including expert professional reports 


prepared by groups of Folish council specialists. 


view of the continually saintained national excitement, it is absolutely 


‘ssary to set torth certain empirically established statements, as veil 


the data derived from investigating Poland's geological structure, and 


trom worldwide geological studies. These can be grouped into two prin- 

groups of problems. One of t ese is worldwide findings in the laws which 
the occurrence of crude oil and gas deposits. The secoud consists of 
iusions and findings that have a bearing on the prospects for dis- 


- 


vering oi] and gas in Poland. These are derived from the present state of 


vestigation and reconstruction of the history of Poland's geological 
oment. These are, tirst of all, conclusions derived from the dynamic 


coment that tra resthe structure ~f the ‘arth’s crust and shifts 
units. This is of very importance for predictions, since geodynamic 


oges set im motion and intensify the migration of bitumens; these changes 


it im a relocation of the bitumens and pose difficulties for geological 


letection, and sometimes lead to the complete destruction of the deposits 


traces remaining. 
the abovementioned findings are insufficiently considered, and some- 
mpletely neglected, in predicting the exploration propsects for 
ind gas deposits These are the ones to which | ssinly wish to cail 


_ 


is in which explorations for crude oil and gas are being conducted 
ire the Carpathians and the Carpathian Fore-Deep series, and 

ind, abov il the pre-Sudetic area and Wielkopolska, Kujavy, and 

. ‘'rtain extent also in the Lublin area. 


xplioration prespects tor crude oil and gas in the Carpathians 
veries of large, abundant deposits to be very godest. I @ 

my view cin mclusions that are suggested by the following: a) a 
' the teetomics of the vestern and central Carpathians to the 


95 





tomics of the eastern Carpathians, which are known for their moderately 
sumdent deposits of crude oil and gas; and 5) an assessment of the chances 
tor the existence in Poland of the so-called “deep-seated folds” that appear 
im the eastern Carpathians and contain the largest deposits of crude oil and 
gas thus tar proven and exploited. The unlikelihood of an extension of the 
deep-seated folds to the area of the central and western Carpathians is also 
derived trom tectonic comparison, although this hypothesis has deen put forward. 


The western Carpathians are characterized by broad and ftiatiy overthrust sappes 
resulting trom decollement and scission, which extend very tar into the 
Carpathians" toreland and sometimes even completely cover the rock compiexes 
the tore-deep series. The central Carpathians have nappes vith smailer 
but still large overthrusts, and a strongly accentuated and well-preserved 
told structure. On the other hand, the eastern Carpathians are structurally 
opposite to the western and central Carpathians. The saappes that also exist 
here are packed together and are very intensively digitated and flaked through- 
out their entire cross section, which has resulted in the identification of 
this type of structure as overthrust-fold tectonics. 


it is thus pessible, going from west to east, to characterize the variation 

im the type of tectonics in the Carpathians as follows: vestern Carpathians-- 
broad, (lat sappes resulting from decollement and scission; central 
Larpathians--nappes with sharply expressed folds complicating the tectonic 
type of the nappes; eastern Carpathians--nappes vith extremely compressed folds, 
resulting in the flaking of the folds and the entire nappes, and their being 
the overthrust fold structural type. 


| precisely under these overthrust folds of the totally tlaked sappes 
that deep-seated folds lie, with the well-known large crude oil deposits of 
Vrohebwer and Boryslavie. 


Wwainst this background of comparative tectonics, what do the chances look 
ike tor the existence of deep-seated folds in the Polish Carpathians’ It 
ems to ae that they are slender or non-existent, tor the following principal 


Nappes that are overthrust far into the foreland of geosynclines indicate 
that the slope of the scarp of the continent (i.c., the scarp of the shelf) 
lanting down to the bordering trough of the Flysch geosyncline of the 
irpathians was very slight, and thus both made possibie and tacilitated such 
im enermous overthrust during the accretion of the geosyncline. The gradually 
er and steeper slope of this scarp, and then the gradual increase in its 
ight toward the east, which cannot be seglected, hindered to an increasingly 
greater egree the extensive overthrusting of nappes resulting from decollement, 
which therefore aust have undergone increasingly gore intensive tolding. The 
great steepness of the shelf scarp of the geosyncline, and the relatively 
great scarp height obtained in this manner, generally preventec 2n extensive 
migration of nappes resulting trom decollement. The overthrusting sappes, 
untering in their path the steep buttress of the Sulwark, were subjected 
successive folding, at the same horizontal pressure 48 the vhoie of the 
Carpathians, ani afterwards to flaking, and were thus transformed intc 
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POLAR 


product i are being reported in standard units only in exceptiona! 


, s rule, the value of the products sold is related to industry in genera, 
Ss ec 





s owt. Among the exceptions is hare 
21, for which production is given in thousands of tons. We are therefore 
t in production, in standard units, of thrity-odd 
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©rcent ?; 

those tor whi roduction was reduced by relatively the greatest extent. 
: first group, in addition to hard coal (which we are omitting here) inciudes 
mong other things 


Brow al. Im April 1982, S2 million toms of it were produced, and in «he 
llion tons; in 1980, 2.99 million tons: and 
c im the first 4 gonths of these years 
was aS tollows: 12.44 gsillion tons in 1982; 12.80 million tons in 19681; 
+ @willion tons in 1980; and 12.3% sgillion tons in 1979. 


tri | energy. in April i982, 9.64 Billion kWh; in 1981, 9.64; in 19680, 
. es ~ . . a . . ~ . . 
umd in 1979, 9.69. Im a S-month period: 41.75 in 1962; 41.86 in 1961; 


23.46 i i980: and 40.93 billion kWh in 1979. 


; an . ~ . + + . . es. 
ectr rti sper. In Aprii: 30.0 thousand tons in 1962, 26.5 in 1981; 
Js ° ~~ ‘. _- o79o ln ond ue > ~~ « 7 vs ‘i- 1Onm?- 7y* , 
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YUGOSLAVIA 


CULDELINES FOR ANTI-—INFLATION PROGRAM PRESENTED 
Selerade BORBA in Serbo-Croatian !|7 Jun 82 Supplement pp 3-8 
[Text’ I. Secioecomomic Foundations of the Anti-Inflaticn Progras 


In terms of conception and theory the anti-inflation program is based on the 
commitments contained in the “Basic Premises of the Long-Range Economic Sta- 
bilizationm Program.” The point of departure is the awareness that stability 
of economic dcovelopments depends first of all om the real influence of the 
workers in associated labor on the trends of masterial and sociceconomic rela- 
tions in social reproduction. The general assessment in that context is that 
the situation is unsatisfactory in achievement of the constitutional status of 
the basic subjects [in the sense of “principals” or “protagonists”-——-transla- 
tor’s mote! of ecomomic activity, i.e., of the workers in basic organizations 
of associated labor and other forms of the pooling of labor and capital in the 
system of social, and especially expanded, reproduction, in the relationships 
ot the free exchange of labor within the framework of organization around par- 
ticular interests, and through decisionmaking in the delegate system. This 
status of theirs is ome of the basic causes of the instability of economic de- 
velopments, that is, ome of the principal hotbeds and generators of our infla- 


_—— 
»* 


In view of the gultidigensional character of our inflation (cost inflation is 
intertwined with demand inflation, as are structural and igported inflation), 
the basic solutions and proposals of the anti-inf lation program are based on 
the assessment that the common denominator of all the basic causes of our in- 
flation is that the workers in basic organizations of associated labor have a 
subordinate position in controlling the entirety of income and the surplus 
value of labor. Relations are particularly unsatisfactory in the control of 
income (realizing it, distributing it, managing it and exercisting self -manag- 
ing over ight over its use) in the system of expanded reproduction and, spe- 
ificall.,. in the system of accumulation, and that both in the relations that 
certain to its formation end also the relations pertaining to its use. This 
has led to an escalation of inflation, which has had a powerful igpact,. among 
other things, in the direction of a stagnation of the socioeconomic relations 
of self-management and an increase of adaministrative and statist interventions 
and shifts of the balance of power in society in the direction of 4 strengthen- 
ing of state-ownership and techmoburesucratic sonopolr. 
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increasing the efficiency of economic activity, which in the context of carry- 
ing out the stabilization program in the economy and in social reproduction in 
general ought to be an essential component of the plans of all organizations of 
associated labor. 


Programs for increasing the efficiency of economic activity of organizations 
ot associated labor might contain the followi-g essential components: 

(1) measures to raise labor productivity, (2) measures to reduce the costs of 
business operation, (3) measures to increase the turnover coefficient of work- 
ing capital, (4) measures to increase the coefficient of the efficiency of 
fixed capital, (5) indispensable production innovations and changes in produc- 
tion programs, (6) measures to improve the organizational model in the work 
organization from the standpoint of economic efficiency and the effectiveness 
of self-management, (7) a program of exports and imports, (8) measures to al- 
ter the financial structure cf the work organization in the sense of reducing 
the level of indebtedness, (9) a program of growth of gross and net personal 
incomes, (10) a program for the growth of depreciation and accumulation of 
business assets, (11) the program for use of gross accumulation, (12) a pro- 
gram for growth of the reserve fund. 








The entire work force should participate in all phases of drafting and carry- 
ing out the program for increasing the efficiency of economic activity, since 
under conditions of self-management this is a guarantee for the completeness, 
realism and effectiveness of these programs. Bodies of workers management and 
the professional management structure would have the role of coordinators in 
formulating and carrying out these programs. The principal source for in- 
creasing the efficiency of economic activity of work organizations both jn the 
economy and in the social services are the enormous hidden reserves which have 
come into being over a lengthy period because economic criteria have been 
dropping. Now these large hidden reserves which have accumulated should be 
activated as the principal source for strengthening the efficiency of economic 
activity. 


9. Consistent application of the principle of distribution according to work, 
both in the division of income into funds for personal incomes and funds for 
expansion of the material base of operation and reserves, as well as in the 
distribution of resources for personal incomes among individual workers, has 
particular importance to invigorating the factor of higher labor productivity 
and more effective business operation of organizations of associated labor in 
general.* Relations in the system of division of income and distribution of 
funds for personal incomes are an essential parc of a system of socioeconomic 
relztions of socialist self-management and, iu accordance with the unity of 
that system, they must be based on the same principles in all organizations. 





* Relations in this field will be the subject of a specific program within 

the framework of the long-range economic stabilization program, and a fuller 
analysis of the situation will be given there and more definite measures and 
tasks will be proposed for improvement of relations in this area. They are 

indicated here only as one of the essential components of the anti-inflation 
program as well, without which it would not be possible to carry it out suc- 
cessfully. 
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The bases and scales for division of income and the bases and scales for dis- 
tribution of funds tor personal incomes shall be established through self-man- 
agement by the workers in every basic organization of associated labor, since 
the, represent conditions of their labor and of their realization of income, 
that is, since the working conditions and conditions for realization of income 
and the conditions for activating the factors of higher labor productivity and 
more successful conduct of business are specific in every organization. But 
for the same contribution of labor, including here also the contribution made 
throu, management of the resources of society and the business operation of 
the organization in general, expressed in income and in its relationship to 
the work invested and the capital used, those bases and scales must yield at 
least approximately the same personal income regardless of the activity or or- 
ganization in which it was realized. This presupposes, then, establishment of 
joint bases and scales through conclusion of self-management accords among or- 
ganizations of associated labor, in which the constitution and the Law on As- 
sociated Labor have given a specific role to the trade union as a participant 
in conclusion of these agreements in that it is empowered even to initiate a 
dispute before a court of associated labor if it feels that a self-management 
accord on the bases and scaies for division of income and distribution of re- 
sources for personal incomes does not meet the principle of distribution ac- 
cording to labor. 


Since the division of income and distribution of resources for personal incomes 
in organizations of associated labor establish certain proportions in the dis- 
tribution of the gross income realized in the jurisdiction of the particular 
sociopolitical communities as well, and since inappropriate relations in that 
division and distribution may also cause disturbances in fiows of social re- 
production and jeopardize realization of the common interests and goals of de- 
velopment established on a self-management basis in the relevant sociopoliti- 
cal communities, those communities, that is, their bod‘es and agencies, shall 
also btave a certain role in ensuring the necessary relations, in particular in 
preventing disruption of normal flows in social reproduction through social 
compacts in which they join with the trade union and other interested public 
entities to establish the bases of policy in this area. 


Yet u» to now the conclusion of se) f-management accords and social compacts 
concerning these relations has not yielded satisfactory results. Since the 
anti-inflation program assumes firm maintenance of the necessary proportions 
in distribution of the national income and a rise in operating efficiency and 
business efficiency of organizations of associated labor as essential condi- 
tions for bringing the flows of social reproduction into stable conditions, 
the successful conclusion of self-management accords and social compacts in 
this area has exceptional! importance to carrying out both the anti-inflation 
program and the economic stabilization program in general. All entities par- 
ticipating in social reproduction, then, especially workers in associated la- 
bor, the trade union and the bodies and agencies of sociopolitical communi- 
ties, are taced with the urgent task of building as speedily as possible an 
appropriate system of relations in this area and of guaranteeing its consis- 
tent application and of thereby ensuring successful implementation of this 
anti-inflation program as well. 
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10. The measures which are to be taken in conformity with this program will 
have a differing impact on the various regions of the country as a function of 
the level of their economic development. This must therefore be borne in mind 
as this anti-inflation program and also the long-range economic stabilization 
program as a whole are carried out, especially with respect to SAP [Socialist 
Autonomous Province] Kosovo, as a markedly economically underdeve‘oped region. 


IV. Social Aspects “f the Anti-Inflation Program 


The social aspects of the anti-inflation program, though they will be the sub- 
ject of a specific document, must constantly be borne in mind in consideration 
of the methods and rates of lowering the rate of inflation toward the goal of 
making, the transition to a course of sounder economic development. The slower 
growth of the social product in the transitional period up to 1985, at about 
2-3 percent annually, which is absolutely necessary because of the limits im- 
posed by the balance of payments, will certainly have certain effects on the 
growth rate of employment. Although the problems of employment policy are the 
subject of a specific document within the framework of the long-range economic 
stabilization program, several measures have nevertheless been proposed in 
this anti-inflaticon program which would implement a vigorous social welfare 
policy. It woula compensate for the adverse effects on the growth of employ- 
ment which arise directly from the necessary slower growth of the social prod- 
uct in the transitional period. The measures being proposed are as follows: 
(1) To a certain extent work collectives would influence the growth of employ- 
ment through their income policy, by reducing operating costs and by a quite 
considerable growth of income and establishment of more favorable proportions 
in distribution of income between consumption funds and accumulation funds. 
(2) The growth rate of employment would also be affected by the choice of ap- 
propriate technology and especially by the alternative between labor-intensive 
and capital-intensive technology. (3) Introduction of shorter working hours 
is proposed for certain categories of workers. (4) A portion of the growth of 
employment would be achieved through the policy of faster development of small 
business and especially agriculture. 


Another aspect of the problem of employment is that unemployment which comes 
about in the process of the considerable structural adaptations of the Yugoslav 
economy and the social services. The following recommendations are offered in 
order to moderate that kind of unemployment: (1) The educational system would 
have to be organized in such a way that it cannot only keep pace with changes 
in the composition of workers in various specialties and backgrounds, but even 
anticipate those changes. Also, aside from regular education, there must also 
exist a special educational system that would furnish worker retraining 
through 2 system of courses. (2) Hiring for jobs with shorter working hours 
would be used in order to mitigate welfare problems of surplus workers wher- 
ever this is related to structural changes in the economy and the social ser- 
vices. (3) Greater use of solidarity funds is proposed as a source of re- 
sources to provide welfare income for workers who have been left unemployed in 
the processes of structural changes. 


With respect to parttime work it should be borne in mind that parttime work 
would in fact suit certain categories of workers (mothers with small children), 
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trainees who are combining their work with contu.ued schooling, and so on). 
Hiring for parttime jobs might also b+ used as a way of selecting new employ- 
ees, who would be shifted tc fulltime jobs when they have proven themselves 
with their work. These problems have differing importance in different re- 
gicns of the country and must be solved in accordance with the specific fea- 
tures of those regions. 


Implementing this anti-inflatton program inevitably requires far greater work 
discipline and technological discipline. No one can hold a monopoly over a 
job. That i: why unconscientious performance of work duties and serious vio- 
lations of work duties and work discipline must entail more rigorous penal- 
ties, including termination of the employment relation. 


Following successful completion of the first phase of the program for stabili- 
zation of the Yugoslav economy and of strengthening economic efficiency, along 
with greater use of the criteria of the world market, which ought to be com- 
pleted by the end of 1985, this program envisages that in the second phase of 
the policy of the economic stabilization program there would be a new rise of 
the rate of economic growth to approximately 5 percent annually, but on the 
basis of a higher quality of economic performance and a high export content of 
Yugoslav output. At that time the emphasis of economic and social policy 
would be on completing construction of a sufficiently dynamic economic fabric 
which would be able to completely absorb the able-bodied population. However, 
even after completion of the first phase of economic stabilization, approxi- 
mately up to the end of 1985, our country would still have to be prepared for 
persistent processes of readaptation, modernization and restructuring, which 
follow from the technological revolution as well as from changes in the conm- 
parative advantages of countries in the framework of the world economy. These 
dynamic changes in an export-oriented Yugoslav economy cannot be accomplished 
without substantial changes in the composition of the work force. Only on the 
basis of an export-oriented and well-organized Yugoslav economy with a high 
rate of accumulation can we build dynamic rates of economic growth on stable 
and qualitative foundations at the end of the transitional period and beyond 
that ensure an adequate rise of employment and the standard of living. 


Concluding Remarks 


This program, whicil contains the global strategy of the fight against infla- 
tion along with indications of the main directions of action and key changes 
which should be accomplished, has not treated with the same thoroughness all 
the elements of anti-inflation policy. It has given the main directions, 
methods and means of action, since a prerequisite for its accomplishment is 
synchronized activity in all domains of the economic system and economic pol- 
icy, in which the angle of suppressing inflation is predominant and specific 
to it. The answers to many questions will be furnished by other parts of the 
long-range economic stabilization program, along with elaborate proposals. 


It is especially emphasized that all the quantifications in this program are 
indicative in nature. They have been given only to provide a closer idea of 
the character and depth of the forthcoming changes. The quantifications which 
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will be contained in the long-range program should follow only after verifica- 
tion of the social accounts and balances as a whole, i.e., after an examina- 
_tion of the impact of all the measures on the formation and distribution of 
the social product. This specialized part of the job must be performed con- 
scientiously. But it will not alter the basic course and crientation, but 
will only give it true quantitative dimensions. 


Implementation of tne economic stabilization program depends on the involve- 
ment of the subjective forces and on their determination to set in motion the 
broadest campaign to carry it out as well as on the clear commitment of the 
LCY and other subjective forces to stand united behind this undertaking. 


The measures which are to activate unutilized potential and initiate a saving 
of labor and social capital have been set up so as to achieve even more, 
since, on the basis of all the assumptions we have referred to, more is in 
fact possible. This will depend greatly on the manner and degree of success 
in activating those factors of development which do not require new invest- 
ments--utilization of underutilized resources of society, fuller use of work 
time, introduction of more than one shift, as well as those which do not re- 
quire any significant share of the foreign component--agriculture, construc- 
tion, small business, individual work and initiative, etc. Successful opera- 
tion of the unified Yugoslav market, the pooling of labor and capital, joint 
revenues and income on the basis of division of labor and joint ventures, 
those are the real reserves which can shorten the road of the economy's adap- 
tation, along with higher growth rates than those envisaged, higher employ- 
ment and higher labor productivity. It is just as important to conclude self- 
management accords and sociul compacts and make decisions more rapidly and 
punctually in the establishment and adoption of realistic plans and also other 
decisions which are made within the delegate system. 


Under these conditions it can be expected that the workers will adopt this 
kind of orientation of the anti-inflation program, since they know the meaning 
of extirpating the roots of earnings now based on labor and better management 
of the resources of society, provided, of course, that this is the method of 
operation and way of life of the entire superstructure as well, from the bot- 
tom to the top. That is, on this occasion the awareness must prevail that the 
social superstructure cannot persist on its present scale, with its tendency 
toward uninterrupted expansion. Its institutions have to be reassessed and, 
if it proves that some are not essential, théy have to be abclished or reorga- 
nized so that they are more effective and cost less. The method of operation 
and decisionmaking should be adjusted to the needs of the times and the char- 
acter of our self-managing society. Otherwise the workers may perceive this 
program 7s a restrictive one, not because of its economic meaning, but because 
it one-sidedly calls only upon them to change their behavior and make efforts, 
and that at a time when efforts have to be concerted and sacrifices made by 
everyone. 


This program also assumes that the entire set of policy measures and the meas- 
ures of the economic system will create conditions for optimum behavior of 
work collectives and for an independent decisionmaking on income and its divi- 
sion, as well as on the essential proportion in distribution of the social 
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product. It is natural for those proportions to be envisaged in social plans 
and in the plans of organizations of associated labor, but not as a measure 
prescribed from outside which is to be honored by every organization of asso- 
ciated labor. The nature of our basic economic entity, both as a commodity 
producer and as a social entity, justifies the assumption that under normal 
economic conditions the worker will think both of the present and the future, 
will behave both as a worker-producer and also as a manager. This is an es- 
sential condition of his existence and of self-management as a system. 


The economic difficulties experienced up to now have brought about certain 
ideological vacillation and have revived certain conceptions which were al- 
ready superseded. Realization of the anti-inflation program and the stabili- 
zation program as a whole will bring about further and deeper development in 
the economy ard society which will be given differing ideological assessments 
and will evoke ideological ferment. The Commission for Problems of Economic 
Stabilization has taken this into account, and this was the principal reason 
why its first document was entitled "Basic Premises ..." and why it examines 
the problems of stabilization predominantly in terms of principle and ideol- 
ogy. Now, in the phase of enactment of the specific programs, it is necessary 
that we also point to the need for a far more intensive ideological effort and 
for the actual preparations to carry them out. The 12th LCY Congress is an 
occasion for taking the necessary steps on that road, and immediately after 
the congress there should follow a well-programmed and comprehensive campaign 
that will reach every social cell, every organization of associated labor and 
every workingman. This will make it possible for every workingman to under- 
stand the goals and measures of economic stabilization, as well as the efforts 
which are waiting for everyone, so that he gets his bearings and sees his own 
interest and future in that activity, both as an individual and as a factor in 
society. 
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